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Editorial

Welcome to volume 26 of  the African 
Journal of  Management Research. 
Once again, we have kept faith with our 
original mission of  publishing original 
research to provide a forum for critical 
conceptual and analytical debate in order 
to extend the bounds of  knowledge about 
the workings of  the business and the 
public sectors in Africa (and other parts of  
the world). 

Again, this volume contains papers written 
in respect of  research conducted in Ghana, 
Nigeria, Ethiopia and Tanzania. The 
manuscripts cover many disciplines. Here 
are the titles of  the papers in this volume:

1. Exploring options for financial 
sustainability of  Ghana's National 
Health Insurance Scheme. 

2. Determinants of  Financial Performance of  
Micro Finance Institutions in Ethiopia.

3. Effect Of  Dividend Policy on Share Price 
Of  Listed Conglomerate Firms in Nigeria.

4. Business Associations as tools for 
Promoting Efficient Business Performance: 
The Historical Perspectives and Evolving 
Roles.

5. Characteristics of  Business Owner's 
Strategic Networking: Are There 
Differences Between Exporters and Non-
exporters?

6. Gender Discrimination and Employment 
Decision: A Study of  Selected Banks in 
Kano State, Nigeria.

7. Sickle Cell Disease Awareness, Depth of  
Knowledge and Attitude Towards 
Premarital Screening Among Students in 
Ghana.

8. Organisational Culture and the 
Implementation of  Hospital Information 
Systems: Evidence from Ghana.

Happy reading and thank you for your 
patronage.

1 Editorial A.Q.Q. Aboagye

African Journal of Management Research (AJMR)
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       Abstract
Background: The study examined the relationship 
between organisational culture and the successful 
implementation of a Hospital Information System 
in a provincial hospital in Ghana. Organisational 
culture was operationalized and measured using 
the Competing Values Framework (CVF), whiles 
the successful implementation of an HIS was 
operationalized through the Technology Acceptance 
Model, such that organisational culture either 
influenced directly, attitudes towards the use of 
the HIS or indirectly through perceived usefulness 
(PU) or perceived ease of use (PEOU) of the HIS. 
Methods: Using a cluster-based sampling 
technique, data for the study was collected from 
120 staff members and was analyzed using 
descriptive statistics and Partial Least Squares 
based Structural Equation Modeling (PLS SEM). 
Findings: The results of the study suggest that 
although a positive direct relationship exists 
between organisational culture and successful 
HIS implementation, the relationship is not 
significant. On the contrary, organisational culture 
is significantly correlated with successful HIS 
implementation but through PU rather than PEOU. 
Conclusion: We argue that this finding is a 
reflection of the heterogeneity of the interpretations 
of culture at the different levels of analysis. As 
such health facility-related employees who operate 
in different context and levels of the organisation, 
may be more interested in the usefulness of a 
change as opposed to how easy it is for them to 
adjust to a change program in an organisation.

Keywords: Organisational culture, Implementation, 
Hospital information systems, Ghana
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INTRODUCTION
In Africa and several other developing 
countries, the use of Hospital Information 
Systems (HIS) is limited, with isolated 
examples in few countries (Sanja, 2013). 
This is because most hospitals in Africa 
are financially incapable of purchasing 
such expensive Enterprise Resource Plan-
ning Systems (ERPs) such as an HIS. Even 
for the few who do, the nature of their 
institutions, structures and procedures 
make the implementation of such complex 
systems very challenging (Asangansi, 2012). 
Some of these challenges emanate from the 
need to effect changes to organisational or 
business processes, culture, and in certain 
situations, the structure of the organisation 
(Escobar-Rodríguez & Bartual-Sopena, 2015; 
Nambisan, Kreps, & Polit, 2013).

Even where the issues raised above are 
non-existent, implementing and using an 
HIS will require cooperation among all 
health professionals, high level of team work, 
re-designing of certain aspects of hospital 
operations and in some situations, changes 
in work routines. Thus, organisational cul-
ture may serve as a reference point for effecting 
such changes, which may in turn affect em-
ployees’ perception and interpretation of 
organisational change and ultimately the 
way change is embraced (Ke & Wei, 2008). 
This suggests that organisational culture can 
affect the implementation of an HIS, with 
the reverse also being true (Nowinski et al., 
2007)  . 

In Ghana, only a few private and public 
hospitals have implemented one form of 
HIS or the other, despite the enormous 
perceived benefits. A typical example of 
the few is the Eastern Regional Hospital 
(ERH), a provincial level state owned 
hospital in the Eastern region of Ghana. 

The implementation of the HIS in the ERH  
started in 2010, beginning with phase 
1, where modules on National Health 
Insurance (NHIS) billing, Pharmacy, 
stores and accounting were implemented 
simultaneousely. This was followed by 
phase 2: Outpatient records, phase 3: 
laboratory and phase 4: In-patients. The 
implementation of phase 4 was yet to start 
at the time of data collection.

At the moment, phases 1 to 3 have been 
completed and are in full use. Although 
the entire implementation process is not 
complete, the fact that phases 1 to 3 have 
been completed and currently in use with-
out any major challenge, can be looked at 
as some form of success in the implemen-
tation of the HIS. Thus, the objective of 
this study is to use the ERH as a case to 
examine the influence of organisational 
culture on the successful implementation 
of an HIS.

LITERATURE REVIEW

Organisational Culture
The concept of organisational culture 
has a long tradition in the management 
literature albeit that there is currently no 
consensus in terms of definition (T. Scott, 
Mannion, Davies, & Marshall, 2003). 
Notwithstanding the multiplicity of 
definitions in the literature, organisational 
culture is posited as constituting “the 
pattern of shared basic assumptions 
invented or discovered or developed by 
a given group as it learns to cope with 
its problems of external adaptation and 
integration, that has worked well enough 
to be considered valid and therefore to be 
taught to new members as the correct way 
to perceive, think, and feel in relation to 
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those problems” (Schein, 1996). Others 
believe that organisational culture captures 
social interactions within organisations 
and therefore constitute the social glue that 
holds organisations together (Cameron 
& Quinn, 2005; Quinn & Rohrbaugh, 
1983). This may include an organisation’s 
customary dress, language, behavior, 
beliefs, values, assumptions, symbols of 
status and authority, myths, ceremonies 
and rituals (Ngwenyama & Nielsen, 
2003). In other words, organisational 
culture captures the character and norms 
of an organisation, its practices and shared 
values, attitudes, beliefs or perceptions 
held consciously and unconsciously by 
employees within an organisation, that 
is passed on to new members of the 
organization (J. T. Scott, Rundall, Vogt, 
& Hsu, 2005). Based on the foregoing, one 
can argue that Organisational culture has 
the potential to be used as a powerful tool 
for quality improvement and as an aid to 
understanding the management of change, 
such as the implementation of an HIS in 
healthcare organisations (T. Scott et al., 
2003).

Attempts at conceptualizing organiza-
tional culture abounds in the management 
literature, with the Competing Values 
Framework (CVF) (Cameron & Quinn, 
2005; Quinn & Rohrbaugh, 1983) being 
the most frequently and widely used or-
ganisational culture framework in health-
care settings (T. Scott et al., 2003; Stock, 
McFadden, & Gowen, 2007). Hence, the 
decision to use it in this paper. The CVF 
is a synthesis of organisational theories 
and characterized along two dimensions 
that reflects different value orientations 
(Hartnell, Ou, & Kinicki, 2011). The first 
dimension or set of competing values is 
the flexibility-control axis. This is the de-

gree to which an organisation emphasises 
change or stability. It reflects decentraliza-
tion and flexibility as opposed to central-
ization and control. A flexibility orienta-
tion depicts spontaneity, while a control 
orientation reflects stability and order. 
The second dimension or set of competing 
values is the internal-external axis. Here, 
the focus is on whether the organisation’s 
orientation is on internal activities or the 
external environment or entities such as 
regulators, competitors, suppliers, part-
ners and customers. An internal orienta-
tion places emphasis on the maintenance 
and improvement of the existing organisa-
tion, while an external orientation reflect 
an emphasis on competition, adaptation, 
and interaction with external entities 
(Stock et al., 2007). 

The two dimensions (flexibility-control 
and internal-external) produces four major 
organisational culture orientations. These 
are group (team), developmental (adhoc-
racy/entrepreneurial), rational (market) 
and hierarchical (bureaucratic) cultures 
(Cameron & Quinn, 2005; Helfrich, Li, 
Mohr, Meterko, & Sales, 2007; Stock et 
al., 2007). It is important to emphasise 
that the four cultural orientations are not 
mutually exclusive. Thus, an organisation 
may exhibit a combination of different 
culture orientations although one may 
be dominant (Cameron & Quinn, 2005)
(Stock et al., 2007).

Notwithstanding the combinations an 
organisation may be pursuing, Quinn 
(Quinn, 1988) suggests that a balanced 
culture proffers a distinct advantage in 
managing environmental shifts. For the 
purposes of measurement, the components 
and emphasis of each of the four cultural ori-
entations is captured by a set of questions 
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(Organisational Culture Assessment In-
strument - OCAI) based on the CVF and 
used by prior authors to measure organisa-
tional culture (Cameron & Quinn, 2005).

Organisational Culture and HIS 
Implementation
Having defined organisational culture and 
how it can be measured, the study opera-
tionalises successful implementation of an 
HIS to mean acceptance and use of the HIS 
by employees in the performance of their 
job functions. Following from the existing 
literature, the use of a system can be con-
ceptualized using the Technology Accept-
ance Model (TAM). The TAM postulates 
that an individual’s decision to use a sys-
tem (i.e. the HIS), captured by their atti-
tudes towards use, is determined by two 
beliefs. First is the perceived usefulness 
(PU) of the system, which is defined as the 
extent to which a person believes that us-
ing a system will enhance his/her job per-
formance. The second is the perceived ease 

of use (PEOU) of the system, which is also 
defined as the extent to which a person be-
lieves that using a system will be free of 
effort (Davis, Bagozzi, & Warshaw, 1989; 
Venkatesh & Davis, 2000). Thus, we ar-
gue as per Figure 1 below that organisa-
tional culture will influence the success of 
an HIS implementation (i.e. attitudes to-
wards use) through two channels. The first 
channel is expected to be a direct transmis-
sion between organisational culture and 
attitudes towards the use of the HIS. The 
second is an indirect transmission from or-
ganisational culture to attitudes towards 
use, through PEOU on one hand and PU 
on the other. Although it is possible for 
PEOU to influence PU as advocated for in 
some of the studies using TAM (Davis et 
al., 1989; Venkatesh, 2000), the current 
study does not explore that link given that 
our focus is mainly on the transmission 
from organisational culture to successful 
HIS implementation.

         PERCEIVED
USEFULNESS

H2c

ORG. CULTURE

PEOU

ATTITUDES

H2b

H2a

H1

H2d

Figure 1: Organisational Culture and Implementation of an HIS

 Source: Constructed by Author based on literature

Although TAM compares favourably 
with alternative models such as the The-
ory of Reasoned Action and the Theory 

of Planned Behaviour (Venkatesh, 2000; 
Venkatesh & Davis, 2000), TAM was 
chosen on the basis that it has often been 
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used to explain or examine the influence 
of factors such as shared beliefs (Ramayah 
& Lo, 2007), training, communication, 
top management support, cooperation 
and technological complexities (Bueno & 
Salmeron, 2008) on IT systems accept-
ance. Additionally, there are others who 
have used TAM to examine the influence 
of external factors such as technological 
innovativeness, computer anxiety, com-
puter experience, computer self-efficacy, 
system performance, system functionality, 
support, social influence, communication 
as well as training and business process fit 
on attitude towards the use of ERPs (Ster-
nad, Gradisar, & Bobek, 2011). From the 
fore going discussion on the relationship 
between organisational culture and suc-
cessful implementation of an HIS, we hy-
pothesize as follows:

H1: Organisational culture is positively and 
significantly correlated with attitudes towards 
the use of the HIS

H2: Organisational culture indirectly affect 
attitudes towards the use of the HIS through 
PU and PEOU of the HIS as follows:

H2a: Organisational culture significantly 
affect PEOU of the HIS

H2b: Organisational culture significantly 
affect  PU of the HIS

H2c: Perceived usefulness of the HIS affect 
attitudes towards its use

H2d: Perceived ease of use of the HIS affect 
attitudes towards its use

METHODOLOGY 

Context
Users of the HIS in the ERH formed the 
population (174) from which the sample 
was taken. The ERH is a referral facility 
operated by the Ghana Health Service. 
The hospital is a 350-bed hospital and has 
the following clinical departments: inter-
nal medicine, surgery (general surgery, 
pediatric surgery and genitourinary sur-
gery), obstetrics and gynecology (includ-
ing antenatal care clinic, family planning 
and reproductive health service clinic) 
ear-nose and throat, eye, out-patient-de-
partment, emergency department, dental, 
herbal medicine, nursing, physiotherapy, 
laboratory, public health, nutrition, and 
pharmacy. The administrative and allied 
departments include: finance, internal 
audit, general administration, human re-
source, medical records, information tech-
nology, biomedical engineering, procure-
ment, stores and supply, transport, estates 
and maintenance, catering, environmental 
health and mortuary. 

The organizational structure of the hospi-
tal has five levels and is headed by a Med-
ical Director who reports to the Direc-
tor-General of the Ghana Health Serverice 
through the Regional Director of Health 
Services. The following heads; Head of 
Clinical Services, Head of Nursing, Head 
of Administration, Head of Pharmacy and 
Head of Finance together with the Medi-
cal Director, constitute the Hospital Man-
agement Team, with the Medical Director 
as the chair. The IT unit is headed by a 
manager who reports to the Head of Ad-
minsitration, and has 3 permanent and 4 
contract staff who are deployed to units 
of the hospital on demand on daily basis. 
The ERH HIS was built around a custom-
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ised off-the-shelf software. It is important 
to emphasise that the procurement of the 
HIS and subsequent customisation and 
implementation was done with inputs 
from management and staff of the hospi-
tal.

Variable Definition and Data 
Collection 
Three key set of variables; socio-demo-
graphic characteristics of respondents, or-
ganisational culture and acceptance of the 
HIS were used in the study. Socio-demo-
graphic information of respondents, which 
include age, gender, profession, experience 
and HIS related training are captured in 
Table 1. Consistent with the literature 
and in line with the CVF, organisational 
culture was captured by the four concepts 
earlier discussed (i.e. group orientation, 
developmental orientation, rational orien-
tation, and hierarchical orientation). Each 
of these concepts is measured by a six-item 
questionnaire on a five-point Likert scale 
(see Table 2) adapted from the existing 
literature. The HIS acceptance is opera-
tionalized through TAM and is measured 
by three key constructs (i.e. perceived ease 
of use, perceived usefulness and attitudes 
towards use). For each of the three TAM 
constructs, specific questions based on the 
existing literature (Amoako-Gyampah & 
Salam, 2004; Calisir & Calisir, 2004; Da-
vis et al., 1989; Venkatesh & Davis, 2000) 
and measured on a five-point Likert scale 
were asked to measure the construct in 
question (see Table 3). For both organi-
zational culture and TAM, the five-point 
Likert scale is coded as follows: 1=Strong-
ly disagree, 2=Disagree, 3= Some what 
Agree, 4=Agree and 5=Strongly Agree. 

Prior to the data collection exercise, ethical 
clearance was obtained from the Eastern 
Regional Hospital’s Ethics Committee. 
Beside the ethical clearance, all question-
naires contained a statement of consent, 
which respondents read and agreed to 
verbally before completing the question-
naire. Using a confidence interval of 5% 
and confidence level of 95%, a statistical-
ly representative sample of 120 members 
of staff who use the HIS was selected (us-
ing cluster-based probability sampling) 
to answer the study questionnaire. First, 
the population of staff who work with 
the HIS (174) were divided into 6 clus-
ters (i.e. Doctors and Medical Assistants- 
MA’s, Nurses, Pharmacist, Allied Health 
Staff, Medical Records and Administrative 
Staff). The administrative staff is made up 
of accounts and other administrative staff 
(see details in Table 1). Using probability 
proportional to size, respondents were se-
lected from each of the clusters (Doctors 
and MA’s - 24, Nurses - 15, Pharmacists 
- 6, Allied Health Staff – 16, Medical Re-
cords - 25 and Administrative Staff - 34) 
to ensure fair representation. One of the 
researchers who is experienced in field 
data collection administered the question-
naire to the respondents. The first section 
of the questionnaire gathered information 
on the socio-demographic characteristics 
of the respondents. The second and third 
sections of the questionnaire gathered in-
formation on organisational culture and 
acceptance of the HIS. In all, 119 out of 
the 120 questionnaires administered were 
completed and returned. The relatively 
high response rate is also due to the fact 
that management of the hospital were in-
terested in the results of the study and so 
verbally encouraged staff of the hospital 
to complete the questionnaire. Further, 
respondents were assured of anonymity and 
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hence no part of their answers could be 
traced to them in any way. 

Data Analysis Procedures
The data collected was analyzed using 
descriptive statistics and Partial Least 
Squares-based Structural Equation Mod-
eling (PLS SEM) technique. Descriptive 
statistics were used to explore the extent 
to which users perceived the HIS in terms 
of its usefulness, ease of use and attitudes 
of employees towards the HIS. The SEM 
technique was used to explore various re-
lationships as outlined in the conceptual 
model. The use of the SEM procedure is on 
the basis that it is ideal when dealing with 
variables that are unobserved or measured 
with multiple indicators (Hair Jr, Hult, 
Ringle, & Sarstedt, 2016). Additionally, 
the PLS-based SEM is non-parametric and 
does not make any strict assumptions con-
cerning the distribution of the population 
from which the sample was taken. These 
properties of the PLS-based SEM makes it 
possible to produce relatively better and 
accurate estimates of the postulated model 
from the relatively small sample used in 
this study. 

RESULTS

Background Socio-demographic 
Characteristics
The demographic characteristics of  
respondents are given in terms of their age, 
gender, highest education as well as length 
of stay at the hospital. Table 1 provides 
details of the demographic characteristics 

of the respondents. Age of the respondents 
ranged from a minimum of 20 years to a 
maximum of 57 years, with the average 
age being approximately 31 years. More 
than half of the respondents (55.5%) were 
between the ages of 20 to 30 years. Males 
(58%) were more than females (42%) in 
the sample. The difference is however not 
too much as to make the sample overly 
skewed towards males. As earlier indicated, 
respondents come from different health-
related professions. The profession with 
the highest representation in the sample is 
medical records (21%). Also, majority of 
the respondents (68%) had worked in the 
hospital for either 5 years or less. 

Although longer years of service will en-
hance respondent’s knowledge of the hos-
pital, we nonetheless believe that 5 years is 
a long time enough for the respondents to 
know a lot about the hospital. In terms of 
educational level, majority of the respond-
ents had at least a bachelor’s degree or its 
equivalent against a few that had just a 
junior secondary school (3.4%) and a sen-
ior secondary school certification (10.9%). 
Table 1 shows the details of respondents’ 
professional experience in Information 
Technology (IT) before the implemen-
tation of the HIS. The data suggest that 
an appreciable number of respondents 
(34.5%) had no experience with the use of 
IT, with the average period of usage being 
approximately 4 years. However, with re-
gards to training needs, most respondents 
(65%) indicated that they had received 
appropriate training as part of the HIS im-
plementation.
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Table 1: Background and Socio-demographic Characteristics of Respondents

Variables Freq % Variables Freq %

Age grouping Years in Hospital

20-30 years 66 55.5% 5 years or less 81 68.1%

31-40 years 39 32.8% 6 - 10 years 24 20.2%

41-50 years 9 7.6% 11 - 15 years 4 3.4%

Above 50 years 5 4.2% Above 15 years 5 4.2%

Gender Years of IT Experience

Male 69 58.0% None 41 34.5%

Female 50 42.0% 5 years and less 33 27.7%

Profession 6 - 9 years 18 15.1%

Lab Technician 16 13.4% 10 - 14 years 9 7.6%

Pharmacist 6 5.0% 15-19 years 2 1.7%

Nurse 15 12.6% More than 20 years 4 3.4%

Doctor 18 15.1% No response 12 10.1%

Medical Assistant 6 5.0% Training on HIS

Medical Records 25 21.0% Yes 78 65.5%

Accounts 13 10.9% No 36 30.3%

Others 20 16.8% No response 5 4.2%

Highest Education 

Junior Secondary/HighSchool 4 3.4%

Senior Secondary/High School 13 10.9%

Higher National Diploma 20 16.8%

Bachelors degree/equivalent 66 55.5%

Master’s degree/equivalent 16 13.4%

Source: Constructed by authors based on field data

Constructs of Organisational 
Culture
The descriptive results on the different 
concepts measuring organisational cul-
ture are presented in Table 2 below using 

means and standard deviations as per the 
definition of the Likert scale. Thus, a mean 
of 1 indicate a strong disagreement to the 
question asked, with 5 being an indication 
of a strong agreement.
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Table 2: Organisational Culture Dimensions and their Descriptions

Variable Mean 
Score

Standard 
Deviation

Group orientation

The organisation is a very personal place. It is like an extended family. People 
seem to share a lot of themselves.

2.98 1.03

The leadership in the organisation is generally considered to exemplify 
mentoring, facilitating or nurturing

3.44 0.91

The glue that holds the organisation together is loyalty and mutual trust. 
Commitment to this organisation runs high.

3.34 1.05

The organisation emphasizes human development. High trust, openness, 
and participation persists.

3.41 0.93

The management style in the organisation is characterized by teamwork, 
consensus, and participation.

3.63 0.91

The organisation defines success on the basis of the development of human, 
teamwork, employee commitment, and concern for people.

3.55 0.96

Overall Average 3.39

Developmental Orientation

The organisation is a very dynamic and entrepreneurial place. People are 
willing to stick their necks out and take risks.

2.97 1.03

The leadership in the organisation is generally considered to exemplify 
entrepreneurship, innovation or risk-taking.

3.28 0.95

The glue that holds the organisation together is commitment to innovation 
and development. There is an emphasis on being on the cutting edge.

3.41 0.88

The organisation emphasizes acquiring new resources and creating new 
challenges. Trying new things and prospecting for opportunities are valued.

3.38 0.89

The management style in the organisation is characterized by individual risk 
taking, innovation, freedom and uniqueness.

3.03 0.95

The organisation defines success on the basis of having the most unique or 
newest products. It is a product leader and innovator.

3.23 0.95

Overall Average 3.22

Rational Orientation

The organisation is very results-oriented. A major concern is with getting 
the job done. People are very competitive and achievement oriented.

3.55 0.92

The leadership in the organisation is generally considered to exemplify no-
nonsense, aggressive, results-oriented focus.

3.27 0.99

The glue that holds the organisation together is the emphasis on achievement 
and goal accomplishment.

3.70 0.77

The organisation emphasizes competitive action and achievement. Hitting 
stretch targets and winning in the marketplace are dominant.

3.32 0.86

The management style in the organisation is characterized by hard-driving 
competitiveness, high demands and achievement. 

3.27 0.85

The organisation defines success on the basis of the wining in the marketplace 
and outpacing the competition. Competitive market leadership is key.

3.32 0.92



11

African Journal of Management Research (AJMR)

Abekah-Nkrumah et al.Organisational Culture & Health Information Sytems

Overall Average 3.40

Hierarchical Orientation

The organisation is a very controlled and structured place. Formal procedures 
generally govern what people do. 

3.58 0.89

The leadership in the organisation is generally considered to exemplify 
coordinating, organizing or smooth-running efficiency.

3.31 0.73

The glue that holds the organisation together is formal rules and policies. 
Maintaining a smooth-running organisation is important.

3.64 0.79

The organisation emphasizes permanence and stability. Efficiency, control 
and smooth operations are important.

3.64 0.80

The management style in the organisation is characterized by security of 
employment, conformity, predictability and stability in relationships.

3.41 0.87

The organisation defines success on the basis of efficiency. Dependable 
delivery, smooth scheduling, and low-cost production are critical. 

3.44 0.96

Overall Average 3.50  

Source: Constructed by authors based on field data

The first dimension of organisational 
culture (group culture) had management 
style as its dominant indicator. This re-
corded an average value of 3.63 with an 
associated standard deviation of 0.91. This 
was followed by the criteria for success, 
which had the second highest average score 
(Mean = 3.55, SD = 0.91). The item with 
the least average score (Mean = 2.98, SD 
= 1.03) is related to organisational charac-
teristics (i.e. whether people share a lot of 
themselves and the organisation act as an 
extended family).  The second dimension 
describes developmental organisational 
culture. The average score ranged from a 
minimum of 2.97 to a maximum of 3.41. 
The least considered indicator was organ-
isational characteristics, which empha-
sises risk taking. The indicator with the 
highest score is organisational glue, which 
emphasises the fact that commitment to 
innovation and development is important 
in holding the organisation together. The 
third dimension of organisational culture 
describes rational orientation. In this di-

mension, the most dominant indicator 
is organisational glue, which emphasises 
achievement and goal accomplishment 
(Mean = 3.7, SD = 0.77). This is followed 
by the indicator on organisational charac-
teristics, which emphasises the fact that 
people are very competitive and achieve-
ment oriented (Mean = 3.55, SD = 0.92). 
Management style, which emphasises 
high demand and competitiveness is the 
indicator with the lowest score (Mean = 
3.27, SD = 0.85).  For the last dimension 
(hierarchical culture), organisational glue 
and organisational emphasis had the high-
est average score. Whiles Organisational 
glue emphasises formal rules and policies 
and maintaining a smooth running of the 
operations of the organisation, organisa-
tional emphasis focuses on permanence, 
stability and efficiency. The item with the 
least score on this dimension is leadership 
within the organisation, which emphasis-
es coordination, organising and efficiency 
(see Table 2). A look at the overall aver-
age score of the various constructs suggest 



12

African Journal of Management Research (AJMR)

Abekah-Nkrumah et al.Organisational Culture & Health Information Sytems

that hierarchical organisational culture is 
the most dominant dimension of organisa-
tional culture in the ERH. Notwithstand-
ing the differences in the average score of 
the different dimensions of organisational 
culture, results of the analysis of variance 
indicate that at 5% level of significance, 
there is no significant difference in the 
average score of the four dimensions of 
organisational culture in the ERH  (F = 
2.54, p = 0.086). Thus, organisational cul-
ture is used in the model as a composite 
indicator rather than the individual com-
ponents. 

Perceived Usefulness, Perceived 
Ease Of Use And Attitudes 
Towards Use Of The HIS
From Table 3, a total of 4 items were used 
to describe PU. Out of these 4, the ability 
of the HIS to improve performance of the 
job or task at hand had the highest score 
(Mean = 3.93, SD = 0.77). This is fol-
lowed by the ability to complete tasks in a 
quick manner (Mean = 3.87, SD = 1.00). 
The item with the least average score is the 
ability of the HIS to support certain criti-

cal aspects of the user’s job (Mean = 3.63, 
SD = 0.93).  

Concerning PEOU of the HIS, the aver-
age scores ranges from a minimum of 3.0 
and a maximum of 3.68. The item with 
the maximum average score was related 
to the fact that generally the HIS is not 
confusing (Mean = 3.64, SD = 3.00). The 
items on PEOU that had the least aver-
age score were users not making any errors 
when using the HIS as well as the HIS not 
requiring any form of mental effort to use 
it (Mean = 3.09, SD = 1.07). In addition, 
attitudes towards the use of the HIS was 
captured by 3 items with average score 
ranging from 3.6 to 4.0. The item with 
the highest average score was related to the 
use of the HIS being a good idea (Mean = 
4.00, SD = 0.72). On the other hand, the 
item with the least average score was relat-
ed to the use of the HIS being a pleasant 
thing. In other words, the users feel happy 
to use the HIS (Mean = 3.69, SD = 0.81). 
Table 3 provides the average scores for PU, 
PEOU and attitudes towards the use of the 
HIS. 

Table 3: Levels Of Agreement Under The Dimensions Of The Technology Acceptance Model

Variable     Mean score Standard
        deviation

Perceived Usefulness (PU)    
HIS improves job performance   3.93  0.77  
HIS supports critical aspects of the user’s job  3.63  0.93
HIS enables user to accomplish tasks more quickly 3.87  1.00
Using HIS makes it easier to perform a job  3.82  0.91
Perceived ease of use (PEOU)
Using the HIS is not confusing   3.68  0.92 
User does not make any errors using HIS  3.00  1.06
The HIS does not require lots of mental effort  3.09  1.07
The HIS is easy to use    3.64  0.83
The HIS helps users find it easy to get what they want 3.48  0.92 
Attitudes Towards Use (ATTU)
It is a good idea to use the HIS   4.00  0.72
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Using the HIS is pleasant    3.69  0.81
Using the HIS is beneficial   3.86  0.68

Source: Constructed by authors based on field data

Measurement Model and 
Structural Model Assessments

Measurement Model
Confirmatory factor analysis was used to 
test for the reliability of the indicators (i.e. 
items) used for the different organisational 
culture and TAM constructs (measurement 
model). The essence of the reliability 

test is to ensure that indicators used to 
capture a particular construct uniquely 
and collectively measure the construct in 
question and not another. Two validity 
tests; convergent (construct) validity and 
discriminant validity tests were used 
in the confirmatory factor analysis. The 
results of the test are presented in Table 4 
and Table 5 below.

Table 4: Tests for Convergent Validity

Construct AVE Composite Reliability

ATTU 0.57 0.79

PEOU 0.52 0.75

PU 0.68 0.89

Org. Culture 0.53 0.95

Source: Constructed by authors based on field data

Table 5: Discriminant Validity Tests

ATTU  PEOU PU Org Culture

ATTU 0.76

PEOU 0.24 0.72

PU 0.44 0.46 0.82

Org Culture 0.21 0.4 0.41 0.73

Source: Constructed by authors based on field data. 

The construct validity of the various latent 
variables or constructs were assessed by 
the loadings of each of the indicators on 
their respective factors; the composite reli-
ability score and the Average Variance Ex-
tracted (AVE) scores. Indicators with poor 
loadings (loadings less than 0.7) were tak-
en out of the construct.  Thus, indicators 
that did not meet this criterion were taken 
out of the model. Composite reliability as 

in Table 4 measures the level of internal 
consistency among the indicators that 
identify a construct. The rule of thumb 
for an internally consistent construct is a 
composite reliability score of 0.7 or more 
(Nunnally & Bernstein, 1994). From Table 
4, all the indicators used passed the com-
posite reliability test as they are all above 
0.7. The AVE on the other hand measures 
the proportion of variance that is extracted 
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by the indicators in relation to a specific 
construct. The acceptable threshold for 
the AVE is a score of  0.5 or more, mean-
ing the indicators of the construct need to 
explain at least half of the total variation 
(Nunnally & Bernstein, 1994). As per the 
results in Table 4, all the constructs had at 
least half of their variations explained by 
their respective indicators.   

Discriminant validity was also tested for, 
using the Fornell & Larcker criterion. It 
is expected that for each construct, the 
square root of the amount of variance ex-
plained (AVE score) should be more than 
the pairwise correlations between the con-
structs (Nunnally & Bernstein, 1994; Oli-

va, Oliver, & MacMillan, 1992). Table 5 
shows the results of the discriminant va-
lidity test of the constructs and indicates 
that the values of the square root of the 
AVE of most of the indicators are more 
than the inter construct correlations. 

Structural Model Specification
The effect of organisational culture, PU 
and PEOU on attitudes towards the use 
of the HIS was determined simultaneously 
using a PLS structural model. Table 6 be-
low provides the results of the structural 
model. To fit the results into the frame-
work for the study, the results in Table 6 
is represented in Figure 2 below. 

Table 6: Effect of Organisational Culture on PU PEOU and Attitudes Towards Use

Independent variable Coefficient P-value R-square

Model 1a

Perceived usefulness 0.366 0.00 0.21

Perceived Ease of use 0.117 0.84

Organizational culture 0.014 0.86

Model 2b

Organizational culture 0.462 0.00 0.18

Model 3c

Organizational culture 0.422 0.00 0.117

Source: Calculated by authors based on field data. Note that aDependent variable is attitudes towards use, bDependent 
variable is Perceived ease of use and cDependent variable is Perceived usefulness. Note also that estimated coefficients 
are significant at p<0.01,  p<0.05  and p< 0.1
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       Source: Constructed by Authors based on results from Table 6

The results in Figure 2 and Table 6 above 
suggest a positive relationship between 
organisational culture and attitudes to-
wards the use of the HIS, although the 
coefficient is not significant (p = 0.86).  
Hence H1, the first major hypothesis is 
not supported by the results. The second 
major hypothesis looked at an indirect re-
lationship between organisational culture 
and attitudes towards the use of the HIS. 
This was further broken down into four 
sub hypotheses (H2a, H2b, H2c, H2d). As 
shown in Figure 2, a significant positive 

relationship exists between organisational 
culture and PEOU of the HIS. Thus, H2a 
is supported. In terms of the relationship 
between organisational culture and PU as 
described by H2b, the results reveal a sig-
nificant positive relationship between the 
two constructs.  In addition, H2c predicts 
a significant positive relationship between 
PU of the HIS to attitudes towards the use 
of the HIS. However, H2d is not support-
ed since there is no significant correlation 
between PEOU of the HIS and the atti-
tudes of employees towards its use.

Table 7: Test for Mediation Role of Perceived Usefulness

Relationship Standardised coefficient T-stat p value Standard 
error

Model without mediator

Org. Culture – ATTU 0.297 1.667 0.0976

Model with mediator

Org. Culture –ATTU 0.08 0.45 0.65 0.18

Org. Culture – PU 0.42 2.78 0.01 0.16

PU – ATTU 0.41 3.30 0.00 0.14

Source: Constructed by authors based on field data. Note also that estimated coefficients are significant 
at p<0.01,  p<0.05  and p< 0.1 

Based on the results of H2b, one can argue 
that PU of the HIS could be a variable that 

mediates the relationship between organi-
sational culture and attitudes towards the 

Figure 2: Final Model on the Relationship Between Organisational Culture, 
PU, PEOU and Attitude Towards Use
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use of the HIS. To test for the presence of 
the mediating role of PU, three separate 
regressions (see Table 7 above) were esti-
mated. The first examined the direct re-
lationship between organisational culture 
and attitudes towards the use of the HIS. 
The results suggest a marginally signifi-
cant relationship at a 10% level of signif-
icance (p=0.097). Thus, in the absence of 
the hypothesized mediating variable (PU), 
a direct relationship between organisa-
tional culture and attitudes towards use of 
the HIS is confirmed. 

The second regression examined the rela-
tionship between organisational culture 
and attitude towards the use of the HIS 
in the presence of the hypothesized me-
diation variable. The strength of the rela-
tionship reduced from 0.297 to 0.08 and 
is no longer significant (p=0.65). On the 
other hand, a significant relationship exist 
between organisational culture and PU as 
well as PU and attitude towards the use 
of the HIS. The Sobel test statistic pro-
duced significant results (p = 0.02), which 
indicates that PU of the HIS significantly 
mediates the relationship between organi-
sational culture and attitudes towards the 
use of the HIS. Additionally, the results 
highlight two important findings. First, 
the standardized regression coefficient on 
the relationship between organisational 
culture and attitude towards use of the 
HIS drops after introducing the mediator 
variable. Secondly, the direct relationship 
between organisational culture and ATTU 
(see Figure 2) is not significant. This sug-
gest that PU of the HIS acts as a full me-
diator in the relationship between organi-
sational culture and attitudes towards the 
use of the HIS.

Discussion  
As per the literature reviewed, the CVF 
is characterised around two value orien-
tations (i.e. the flexibility-control axis 
or the internal and external orientation). 
Per the descriptive results, the higher 
mean score for the hierarchical orientation 
(3.50) compared to the rational orienta-
tion (3.40) and developmental orientation 
(3.22) suggests a higher emphasis on cul-
tural values such as stability, structure and 
control (i.e. core traits of the hierarchical 
and rational culture) compared to flexi-
bility and innovation, for both internal 
and external orientations. Hospitals often 
work with rules, guidelines and protocols 
that are often strictly adhered to for pur-
poses of patient safety. Additionally, the 
increasing number of legal challenges aris-
ing from the negative outcome of medical 
procedures may equally mean the need for 
health professionals to strictly work ac-
cording to established rules and protocols 
in other to reduce their level of legal risk 
exposure. This may explain why values 
related to stability, structure and control 
are favoured over flexibility and innova-
tion. In terms of the TAM construct, the 
descriptive results suggest that the useful-
ness of the HIS is more important to users 
compared to the ease of use, as the mean 
score is higher for the former (3.81) com-
pared to the later (3.38).

The results of the structural model are 
however mixed. As already indicated, the 
direct relationship between organisational 
culture and use of the HIS (represented by 
attitudes towards use) is positive but in-
significant. This is surprising, given that 
one expect organisational culture to serve 
as a reference point for effecting changes in 
an organisation (Ke & Wei, 2008). Thus, 
one expects that as suggested by Nowin-
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ski and colleagues (Nowinski et al., 2007), 
organisational culture will be significantly 
correlated with attitudes towards the use 
of the HIS. The lack of significance may 
be explained from two viewpoints. First, 
there is evidence in the management liter-
ature that suggest that other organisation-
al factors (incentives, resource availability 
etc.) other than organisational culture in-
fluences the success of HIS implementa-
tion (Aqil, Lippeveld, & Hozumi, 2009; 
Kamadjeu, Tapang, & Moluh, 2005; 
Lorenzi, Riley, Blyth, Southon, & Dixon, 
1997; Yusof, Kuljis, Papazafeiropoulou, 
& Stergioulas, 2008). The fact that these 
factors are not directly captured in the 
current model may explain why the di-
rect transmission between organisational 
culture and use of the HIS is not signifi-
cant. Secondly, the insignificance may be 
explained by the mediating role of PU and 
PEOU on the transmission from organisa-
tional culture to attitudes towards the use 
of the HIS as shown in Figure 2. This is 
confirmed by the re-estimated results in 
Table 7 (i.e. a marginally significant re-
lationship between organisational culture 
and attitudes towards use) when the me-
diating effect of both PU and PEOU are 
eliminated. Even where PU is left in the 
model as a mediating variable, the rela-
tionship between organisational culture 
and attitudes towards use of the HIS re-
mains insignificant. This suggests that the 
relationship between organisational cul-
ture and attitudes towards use of the HIS 
may not be direct as hypothesised in H1. 
As per the results, the effect of organisa-
tional culture on attitudes towards use of 
the HIS is indirect, working through PU 
and PEOU. Additionally, the fact that the 
transmission from PU to attitudes towards 
use is significant, but that from PEOU to 
attitudes towards use is not significant 

(see Figure 2) suggest that the mediation 
is through PU rather than PEOU. That is, 
the attitudes of employees towards organ-
isational change such as the implementa-
tion of an HIS is more dependent on their 
perception of the usefulness of the change 
rather than how easy it is for employees to 
adjust to the change.

This finding is inconsistent with the main 
stream change management literature, 
which suggest that employee attitudes 
towards change is determined by the ease 
with which they are able to adapt, adjust 
or negotiate economic, social, psycholog-
ical and security challenges that may be 
occasioned by the change (Cunningham 
et al., 2002; Jimmieson, Terry, & Callan, 
2004). This obviously raises the question 
of whether employees in a health facili-
ty-related environment such as a hospital 
are different or that organisational culture 
has often been erroneously conceptualised 
as being homogeneous.

On the issue of cultural homogeneity or 
the differentiated nature of health facility-
related staff, it is suggested that diversity 
in cultural dimensions across different 
levels of analysis may lead to different 
interpretation of change in an organisation 
(DiBella, 1996; Kezar & Eckel, 2002; 
Ravasi & Schultz, 2006).   Additionally, it 
has been argued that the relative influence 
of occupational and organisational 
culture on behaviour vary significantly 
across occupations (Schein, 1996). It is 
therefore not implausible that this result 
may be a reflection of the general nature 
of employees in a hospital environment, 
who by the nature of their training and 
regulated nature of their profession are 
more likely to seek for the interest of 
their clients, often times to the detriment 
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of their personal, economic, social and 
psychological interest as suggested by 
Cabrera et al. (Cabrera, Cabrera, & Barajas, 
2001). For example, Cabrera et al. (Cabrera 
et al., 2001) argues that the regulated 
nature of physician practice means that the 
occupational culture of physicians is often 
immuned to administrative practices. 
Thus, physicians behaviour is often 
determined by their occupational culture 
and practices rather than the culture of 
the organisations in which they practice. 
The current results may be a confirmation 
of the heterogeneous nature of culture 
and how such heterogeneity at different 
levels of analysis shape the interpretations 
given to change programs such as the 
implementation of HIS in an organisation.

Implications
The paper set out to examine the relationship 
between organisational culture and the 
implementation of a Hospital Information 
System using a provincial level hospital 
as a case. Descriptive findings from the 
study suggest internal consistency for 
the items used to capture the different 
components of organisational culture. 
The current study confirms the reliability 
of the Competing Values Framework as 
a theoretical model for operationalizing 
and measuring organisational culture. 
Secondly, the findings of the study echo 
the fact that organisational culture may 
not in itself directly influence change 
in an organisation, but may rather 
influence those factors (in this case PU 
and PEOU) that drive change in an 
organisation. This understanding can be 
extremely important for practice. A key 
practice lesson from this finding is that 
practitioners such as healthcare managers 
may need to understand the effect of 

organisational culture on the key drivers 
of change if they are to be successful in the 
implementation of change programmes 
such as the implementation of an HIS. 
Thirdly, the findings of the study also 
affirm the heterogeneity of organisational 
culture at different levels of analysis. As 
already indicated, such heterogeneity has 
implications for the nature and form of 
interpretations given to the same set of 
actions at different levels and therefore the 
way such interpretation influence change 
in an organisation. Thus, understanding 
that organisational culture is more nuanced 
and complex will help managers to do a 
better job of understanding the different 
interpretations given to actions of the 
organisation and how such interpretations 
are likely to affect change programmes 
initiated by the organisation.

CONCLUSION
The foregoing discussion suggest that 
organisational values such as stability, 
structure and control are favoured in 
a hospital environment compared to 
flexibility and innovation. In addition, 
perceived usefulness of the HIS was 
seen as more important compared to 
perceived ease of use. This aspect of the 
findings which essentially suggest that 
the internal culture associated with a 
given profession may exert differential 
influence on perceived usefulness or ease 
of use of an HIS constitute an important 
contribution both to the literature and 
practice. As earlier indicated, the existing 
change management literature has mostly 
suggested that the ease of adaptation to 
a change process is a key determinant 
of acceptance of that change compared 
to it usefulness. Thus, the realisation 
that this is a more nuanced process and 
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may depend on the internal professional 
culture of employees in question is key 
to understanding employee acceptance of 
change processes in organisations. It can 
also be suggested from the results of the 
study that perceived usefulness mediate 
the relationship between organisational 
culture and attitudes towards the use of the 
HIS. Organisational culture affects both 
perceived usefulness and perceived ease 
of use. However, the transmission from 
perceived ease of use to attitudes towards 
the use of the HIS is not significant, 
implying that the effect of organisational 

culture on attitudes towards the use of 
the HIS may work through perceived 
usefulness of the HIS.

It is also important to point out that us-
ing a more diversified sample (for example 
government, quasi-government, private 
and mission hospitals) instead of just a 
single government hospital would have 
provided more nuanced results compared 
to the current results. It is therefore rec-
ommended that future work in this area 
can address this challenge by using a more 
diversified sample as suggested.
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      Abstract
This paper explores the evolving roles of 
business associations (BAs) in promoting efficient 
administrative and business performance in the inter-
dependent private and public sectors, regardless of 
firm size and operational scale. BAs’ literature from 
medieval time to date is used to show the evolving 
and elevating roles of BAs in development; much 
done in developed and emerging economies. The 
BAs’ historical contexts’ dissemination that could 
solidify their theoretical and empirical significance 
in institutions for developmental dimensions, 
especially in developing world has received little 
attention to date. The current paper drags back 
historically from the past so as to appreciate the 
work of BAs for promoting efficient business 
performance. It highlights BAs categorization criteria 
whose management matters for realizing economic 
efficiency and beneficial social relations. This paper 
contributes to the scanty body of knowledge in 
the areas of BAs history and folds their unfading 
influence to business performance strategies and 
policies over centuries. The paper finds that though 
BAs’ potential for promoting efficiency is historical, 
empirical and feasible, but with individuals and/or 
governments’ intentions, BAs can be misused and be 
abusive to developmental initiatives and outcomes. 
Thus, it recommends a continuous learning 
amongst members and thorough management and 
monitoring of BAs stakeholders’ dynamism in terms 
of intentions, power and interests for enhancing 
effective members’ involvement for realization of the 
BAs’ optimal social and economic benefits.

Keywords: Business Associations, Networks, 
Performance
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INTRODUCTION
Business associations (BAs) are recognized 
as catalysts for economic and private 
sector development in both developed 
and developing economies (Goodluck et 
al., 2016; Jain, 2011). BAs have existed 
for centuries and have influenced the 
policy environment. The literature reveals 
that the first BA in the world was found 
in 1599 in Marseille, France (Maening 
and Oelschlaeger, 2011; Batten, 2017).  
Doner and Schneider (2000) outlined 
the objectives of BAs as fourfold namely, 
protect, support, coordinate and regulate. 
First, BAs protect the interests of their 
members through lobbying and advocacy 
and be their representative in dialogues. 
Second, they support members to develop, 
improve and upgrade their production 
and quality, management, marketing, 
and business activities to desired and 
acceptable standards using designed 
selective benefits. Also supports in 
resource acquisition and mobilization such 
as finance and technical expertise from 
financial institutions, business support 
institutions and the government (Agalo, 
2010). Third, BAs coordinate members to 
enjoy collective benefits, economies of scale 
and business operation simplifications. 
Fourth, they regulate the businesses of 
their members to eliminate unhealthy 
conducts and opportunistic behaviour 
against others and set BA objectives 
(Doner and Schneider, 2000). McCord 
(2005) asserts that BAs offer valuable 
opportunities for the private sector to 
succeed as they can accomplish what 
individual companies cannot, regardless 
of their size. In this paper BAs represent 
informal and formal business networks 
and associations, sector chambers and 
cooperative arrangements with voluntary 

or compulsory membership.

BAs have been useful in promotion of 
Small and Medium Enterprises (SMEs) 
and business formalization especially 
in developing world (Bennett, 1998, 
Pedersen, 2003). According to Bennet and 
Ramsden (2007), 78% of BAs members 
in Britain are SMEs. Pedersen (2003) 
analyzed strategies for SMEs development 
in unstable developing economies and 
he outlined four networking strategies, 
namely producer networks, social 
networks and patron-client relations, 
trading networks and entrepreneur 
associations. These strategies depict the 
various forms of BAs that can cater for 
enterprises’ efficiency. More work on 
BAs and networks, including clusters, is 
documented (TPSF, 2015; McCormick, 
1999; McCormick and Pedersen, 1999). 
Pedersen noted that many BAs have used 
these strategies for tangible benefits of 
their members. However, this has led to 
attempts by well-positioned individuals to 
create new BAs for taping donor resources 
(ibid.). On the whole, many BAs have been 
found to play a limited role in developing 
countries due to lack of good leadership 
and governance (Goodluck et al., 2016). 
Schiff (1998) asserts that BAs can promote 
the private sector in such a way that they 
can increase productivity and impact on 
the enterprises performance and socio-
economic aspects of life.  They use their 
extensive services provided, market 
complementing functions, intensity of 
membership, proper mediation for internal 
resolution and advocacy and lobbying to 
influence enterprises performance (Doner 
and Schneider, 2000). The absence and 
inadequacy of such services weaken a BA 
and the opposite becomes true. Having 
massive benefits, BAs also have the dark 
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side uncommonly publicized (Goldsmith, 
2002; Sen, 2010; Olson, 1982; Revely and 
Ville, 2010).

Despite the fact that most of the popu-
lations in business have associational or 
network engagements (Bennet and Rams-
den, 2007), the BAs’ historical contexts, 
theoretical and empirical significance in 
governance and performance have received 
variably little attention to date. This paper 
drags back from the past to appreciate the 
work of BAs for promoting performance 
in micro (firm level), meso (association 
or sector level) and macro institutions in 
economies. This paper contributes to the 
scanty body of knowledge in the areas of 
BAs history and their unfading influence 
to the development of the private sector 
and business performance strategies and 
policies over centuries. This paper aims 
at exploring the historical, theoretical and 
empirical evolving role of BAs that would 
guide stakeholders including firms of all 
sizes and operational scales to: (1) under-
stand BAs’ policy and strategic influenc-
es on business and administrative perfor-
mance; (2) assess viability and feasibility 
of membership; and (3) establish system-
ized mechanisms for optimal utilization of 
BAs’ selective benefits.

BAs’ History and Evolving Roles
BAs have controversial history all over 
the world. This is due to reasons such  as  
varied  grounds  for  their  establishment,  
the  key stakeholders,  their  relations  with 
governments, their ever evolving roles and 
the level of regional or national economic 
development divide (Goldsmith, 2002; 
Zhang, 2007; Moore and Hamalai, 1993). 
Thus, their history is rather contextual 
and can be traced regionally or nationally 
(Park, 2007). The historic and classic 
forms of BAs have been chambers of 
commerce and the guilds (Koga et al., 
2007; Batten, 2017). The guilds were 
associations of craftsmen or merchants 
formed between 11th and 16th century 
to aid and protect the furtherance of their 
professional interests. Craft guilds were  
occupational  associations  in  a  particular  
branch  of  industry  or  commerce,  whereas 
merchant guilds were for merchants in 
a particular geographical area such as 
town, village or city dealing with trading 
(Hastings, 1895.p.150; Ogilvie, 2011).  
The important contribution of the guilds 
is the emergence of tertiary and technical 
colleges and universities (Grafe and 
Gelderblom, 2010). Table 1 presents the 
ancient BAs, their region and years of 
establishment.

Table 1: Ancient BAs, their region and years of establishment

Region Business Associations Year Source

France Marseille Chamber of 
Commerce

1599 Maening and Oelschlaeger, 2011; Batten, 
2017

Belgium Burges Chamber of Commerce 1664 Braczyk et al., 1998; Batten, 2017

USA

Jersey British Chamber of 
Commerce

1768
Morret et al., 2008; Koga et al., 
2007;Batten, 2017New York Chamber of

Commerce
1768
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Scotland Glasgow Chamber of
Commerce

1783
Bacaria et al., 2004; Koga et al., 2007; 
Batten, 2017; Maennig & Ölschläger, 
2011Northern

Ireland
Belfast Chamber of  Commerce 1783

England
Hull Chamber of Commerce 1837 Cooke et al., 2000; Ottatti,2004; Koga 

et al., 2007; Batten, 2017; Bennett and 
Ramsden, 2007

Leeds Chamber of
Commerce

1785

UK, Germany
Italy, France,

Guilds 10–16th 
Century

Grafe and Gelderblom, 2010;
Hastings, 1895; Ogilvie, 2011

Japan
Kabunakama. 1721-

1871 Zhang, 2007; Sen, 2010;  Bacaria et al., 
2004

Dogyokumiai 1884

Tokyo, Osaka & Kobe 
Chambers of Commerce and 
Industry

1878 www.cci.weebly.com

Korea Zhao 1898 Sen, 2010; Maennig & Ölschläger, 2011

China/
Hong Kong

Huiguan or Gongsuo 1790 Park, 2007; Sen, 2010; Koga et al., 2007

China General Chamber of 
Commerce (CGCC)

Source: Author, 2018. Compiled from Various Sources.

The history below has been regionally 
categorized into (1) Europe and US; (2) 
Asia; and (3) East Africa.

Europe and the USA
In UK, BAs started in 16th century with 
the formation of guilds to protect both 
the interests of groups of merchants and 
individual artisans. Guilds provided 
training in specific skills and established 
rules for wages and hours of work. In the 
1800s, mercantilism was the backbone of 
the UK economy and local governments 
and the guilds worked in mutual and 
close cooperation between 10th and 16th 
century (Hastings, 1895). Later, due to 
guilds strong exclusion and monopolistic 
practices were abolished in France in 
1791, Spain in1840, Germany in 1860 
and in Italy in 1864 (Ogilvie, 2011; Grafe 
and Gelderblom, 2010). For chambers, the 

oldest association in UK was the Glasgow 
chamber of commerce in 1873 which was 
followed closely by the chambers of Hull, 
Leeds and Belfast of Northern in Ireland 
(Maennig, and Ölschläger, 2011). In the 
1st half of the 20th century the role of 
BAs were to regulate labour conditions, 
the purchase of raw materials, output 
and the product prices of members (Park, 
2007). It is noted that during the 20th  
century UK BAs did not engage much on 
industrial development (ibid.). In the US, 
the earliest association was the Chamber 
of Commerce of the State of New York in 
1768 during the British colonial period 
(Koga et al., 2007). Most of the BAs 
were local and few regional and national 
associations were formed to capitalize on 
the country’s industrial capabilities, new 
markets and promoting fair competition. 
Batten (2017) records that, by 1900, there 
were more than 100 BAs organized to 
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influence state and federal legislation and 
obtain industry information. The US had 
few BAs with few members, in 1900, US 
biggest BAs namely National Association 
of Manufacturers (NAM) had only 1,000 
members, whereas, there were 80,000 
manufacturing firms. The establishment 
of  the  National  Council  of  Commerce  
in  1907  and  the  US  Chamber  of 
Commerce in 1912 triggered the increased 
of BAs in US in the 20th century and they 
amounted to 1,200 in 1926. The first BA 
globally was a chamber found in 1599 
in Marseille in France giving a firm base 
for French leadership and accounting 
on organized BAs from 1925 when the 
National Economic Council (NEC) was 
formed aiming at giving economic advice 
and coordinating policy making among 
government institutions.  The council 
had 20 branches representing group 
of trades and each had an association. 
However, the performance of these BAs 
was insignificant due to poor government 
leadership attributed to the French 
tradition of liberalism (Koga et al., 2007). 
In the US and UK, BAs mainly made 
agreements to fix prices, or curtail output, 
and lobbied the government to decrease 
competition among countries, regulate 
labour conditions, purchase raw materials 
and promote internationalization through 
property rights.

Asia
The Asian history of BAs is explored in Ja-
pan, Korea, Taiwan and China. Japan had 
strong associations and they were known 
as Kabunakama. Japan legalized the opera-
tion of BAs in 1721 to enable them handle 
duties of stabilising prices and controlling 
product quality. In 1871, the Kabunakama 
were banned by the government for unfair 

treatment and exclusion of non-members 
in economic system. Thereafter, there was 
a reconstruction of new BAs known as 
Dogyokumiai in 1884. The government 
realized the economic importance of these 
BAs and promoted their formation to re-
place Kabunakama. As by 1900 and 1906, 
there were 133 and 407 BAs respectively. 
Japan associational arrangement had in-
fluenced Taiwan and Korea, whereas, Ko-
rea allowed the operation of BAs (known 
as Zhao) in 1898 after being colonized 
by Japan. Important association of sug-
ar refinery and rice polishing had been 
started by 1911 just after the annexation 
of Japan and Korea in 1910 and by 1927 
there were about 234 associations in Ko-
rea (Zhang, 2007; Sen, 2010).  The BAs 
dealt with production increase and quality 
improvement through inspecting offices 
and product quality, investigating market 
situations, and advertising, strengthening 
of the industry, and developing infrastruc-
tures. The Japanese  regime  prohibited  
BAs  to  engage  in  cartel  and  brokerage  
undertakings  and agreements. Later they 
engaged with improving output, quality, 
cutting costs of production and exports,  
promoting  international  joint  business  
and  regulating  non-members’s  behav-
iour (ibid.). Due to Chinese-Japanese war 
resulting into power and policy change, in 
1944, Korea alone had 164 BAs in differ-
ent trades and Japan had 8,250 BAs.  The 
BAs were introduced in Taiwan in 1944 
intending to regulate firms of all sizes to 
increase product quality and quantity in 
12 priority sectors.

In China, BAs existed in pre-modern 
China named as Huiguan or Gongsuo 
(Park, 2007). Due to the weak 
government in nineteenth century, they 
were aimed at establishing self- support 
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itself, compliment the weak government 
and promote the economy. Between 
1904 and 1913, there were 52 peak BAs 
and 1,204 local BAs were in place. In 
1912, the Chinese government through 
the ministry of Industry and commerce 
entrusted several administrative tasks to 
merchant associations such as licensing 
and registration of incorporation. They 
also mediated disputes and researched 
commercial situations. Later, BAs’ role 
changed to developing national business-
related policies in collaboration with 
the government. Until 1930, BAs were 
geographical with provincial focus and 
interests rather than national interests 
pursuing self-regulation rather than 
government rules. The Northeast Asian 
economy grew faster than the Western 
European and US economies in the first 
half of the twentieth century due to the 
role played by BAs’ creation of social 
capital. (Park, 2007). According  to  Zhang  
(2007),  BAs  played  various  roles  on  
the  demand  driven  manner  and changed 
their roles depending on the economic 
and governance contextual dictations. 
The level of national development and 
international development influences was 
also one of the factors which affected the 
role played by BAs and created varied 
relations.

East Africa
In East Africa as the representative of 
developing world, BAs have a long 
history in line with economic reform 
demands from early 1960s (Goodluck et 
al., 2016; Goldsmith, 2002). According 
to Braeutigam (2000), in Uganda, the 
Uganda Manufacturing Association, for 
example, was found in the 1960s but lapsed 
during the unrest of the 1970s before 

being revived in 1988. In the early 1990s, 
USAID worked with the manufacturing 
associations to create a Uganda National 
Forum as the private sector’s voice for 
economic policy recommendations. The 
Uganda National Forum was abandoned 
after four years in 1994, but the World 
Bank stepped in and supported another 
umbrella group of business promotion 
organizations, which is the  Private  Sector  
Foundation  Uganda  (PSFU)  (ibid.).  The 
Private  Sector  Foundation  of Uganda has 
114 BAs, corporate bodies and associate 
members who are major public sector 
agencies that promote private sector 
growth (ITC, 2009; GTZ-EAC BAs 
Report, 2009). In Kenya, as of today, Kenya 
Private Sector Alliance (KEPSA) formed in 
2003 is the official national representative  
of  the  private  sector.  Its membership 
includes 80 BAs and 209 corporate 
members. The difference between KEPSA 
and other East African Private sector apex 
organisations is that its membership is for 
the private sector enterprises only, whereas 
in other Kenya apex bodies, Rwanda and 
Tanzania, government institutions are 
recruited as associate or  golden  members.  
The  associate  members  are  government  
institutions  involved  in supporting, 
facilitating and regulating the growth 
of the private sector such as regulatory 
authorities. Golden members are key 
players in the Rwanda economy who can 
discuss and negotiate with the Private 
Sector Federation about crucial economic 
issues and trends in order to support the 
private sector.

In Tanzania, though the Tanzania Private 
Sector Foundation (TPSF) established 
in 1998 is the apex private sector 
organisation, there are many umbrella 
organisations, for the example, the 
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Tanzania Chamber of Commerce Industries 
and Agriculture (TCCIA) established in 
1988, Confederation of Tanzania Industries 
(CTI) found in 1991, Tanzania Chamber 
of Mineral and Energy  (TCME)  found  in  
1994,  Tanzania  Chamber  of  Commerce  
(TCC),  and  Tanzania Women  Chamber  
of  Mines  (TAWCM).  Generally,  there  is  
a  high  level  of  multiple memberships in 
the level of BAs and member enterprises in 
Tanzania. This has preoccupied of members  
with  promotional  events  and  has  limited  
their  time  for  enterprise  strategic  and 
operational planning and decision making. 
This situation has also resulted into lack of 
focus and failure to comply and attend to 
different constitutional requirements from 
different BAs. Lack of focus has, in turn, 
resulted into an unprofessional support 
from business support institutions due to 
conflicting roles of support organisations 
including the government.  In Rwanda, 
the development of BAs in Rwanda has 
taken a different path compared to other 
East African countries. Rwanda has only 
one apex organisation known as the 
Private Sector Federation (PSF) established 
in 1999. It has 10 sectoral professional 
chambers and 66 professional  BAs  (PSF,  
2014). There  are  multiple  memberships  
in  other countries  but  in Rwanda an 
enterprise should be a member of only one 
professional association.

BAs played various roles on the demand 
driven manner and changed their roles de-
pending on the economic and governance 
contextual dictations. Sen (2010) noted 
that, the level of national development 
and international development influences 
were among the factors which affected the 
role played by BAs and created varied re-
lations.

Business Performance
Bates and Holton (1995) define perfor-
mance as “the outcome of work”. On the 
other hand, Brumbach (1998) defines 
performance as “both outcome and behav-
iour”. According to Brumbach the out-
come depends on the performer’s behaviour 
and the behaviour is the outcome or prod-
uct of mental and physical efforts applied 
to tasks and can be judged apart from re-
sults. Therefore, performance is both how 
things are done and what is done. Some 
authors have commented that measuring 
performance should be comprehensive and 
must cover all of the key functional areas 
as opposed to results (Kaplan and Norton, 
1992; Wilkham,1998). Therefore, when 
studying the performance of any estab-
lishment, the financial, customer, internal 
business and innovation and learning per-
spectives should be considered  (Kaplan 
and Norton, 1992). 

In the enterprise context, performance 
enabled by BAs therefore, is aligned to 
those perspectives. The financial perspec-
tive covers sales and collection of debts; 
the customer perspective considers the 
responsiveness to customers, quality and 
timely services; the internal business per-
spective covers processes and procedures 
for operations and service delivery; and the 
innovation and learning perspective con-
siders relations built and experiences that 
can  uncover skill and service gaps and, 
ultimately, foster  new thinking and inno-
vations. 

BAs’ Categorizations, 
Characteristics and Functions for 
Business Performance
Miruka (2007) defines an association as “a 
social structure of cooperation”. Based on 
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Miruka’s definition, a BA can be construed 
as a social structure of co-operation pro-
moting business relations. In this regard, 
Ahrne and Brunsson (2008), assert that a 
BA is a meta-organization, a third-party 
member-based organization with a bro-
kerage role, membership of which is vol-
untary, and whose members retain their 
distinctive organizational identity. Their 
primary purpose is inter-organizational 
bridging, connecting  diverse  members  
and  bridging  members  in  general,  in-
dustry  and  sector  in particular. Accord-
ing to Moore and Hamalai (1993), a BA is 
a “voluntary and formal social infrastruc-
ture based on acquired status instead of 
ethnic and birth-based (ascriptive) rela-
tionships”. Ghauli et al. (2001) noted that 
BAs connect and links between socially 
and spatially differentiated actors, har-
monize their different values, and engage 
with powerful external agencies and stake-
holders such as governments. BAs can take 
vertical and/or horizontal relationship and 
are used by members as advocacy plat-
forms. BAs play a role of improving enter-
prise efficiency by minimising costs (Daud 
and Wan, 2010; Ghauli et al. 2001).

BAs can be categorised based on the three 
sub-dividing criteria namely, (i) size and 
density properties; (ii) the diversity of 
members which reveal a link between 
member’s social position and the type of 
resources they possess; and (iii) relational 
properties such as frequency,  intensity  
and  spatial  proximity  (Germain,  2003). 
Thus, they are categorized into market 
promoting or redistributive, formal or 
informal, sector-specific or mixed and lo-
cation specific organisation (Sullivan et al. 
2006; ILO, 2007), thusly: (i) Market pro-
moting or redistributive: Market Promot-
ing BAs are those seeking to improve the 

market function by supporting measures 
such as contract enforcement, reduction of 
transactional costs, joint marketing, and 
market information sharing. Redistrib-
utive BAs strive to shield their members 
from competition by erecting barriers that 
limit market functioning. (ii) Formal or 
informal: formal BAs are legally registered 
and have formal system of management, 
which may include members, whose mem-
bership is mostly voluntary (Moore and 
Hamalai, 1993). Informal BAs are ethnic 
and tribal networks lacking legal status 
and whose membership is sometimes com-
pulsory. Good examples of ethnic group 
are those of Indian business communities 
(Goldsmith,2002; Narayan and Pritchet, 
1996). (iii) Sector specific or mixed: sector 
specific BAs are formed to cater for specif-
ic sectors or sub-sectors such as livestock, 
farming and fishing (Pedersen, 2003; Ben-
net, 1999).  These BAs  can  also  special-
ise  horticulture,  banana  growing  and  
food processing. Mixed BAs tend to accept 
members from all walks of life with the 
purpose of improving their general welfare 
(Sullivan et al. 2006). Most apex organi-
sations tend to have mixed characteristics 
of BAs. These apex organisations recruit 
small and big enterprises and BAs. An ex-
ample of apex organisation is the Tanzania 
Chamber of Commerce Industry and Ag-
riculture (TCCIA). (iv) Location-specific 
BAs: these BAs usually cover a specified 
geographical location. Such BAs can cover 
an administrative ward, county, district or 
region. They can also be of any category, 
depending on the purpose but the overall 
determining factor is geographical cover-
age. Table 1 presents a summary of char-
acteristics and functions of BAs from both 
developed and developing countries.
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Table 2: Summary of Characteristics and Functions of BAs 

Area Source Characteristics of BAs Functions of BAs

USA Mc Commick et
al, 2008; Morret 
et al., 2008

•	 Self –funded: 
direct membership 
subscription, taxes, 
local government, 
foundation grants

•	 Defined by 
membership

•	 Leadership,  Policy research and 
Political relationship, Lobbying and 
media relations

•	 Organizational capabilities and 
strategies to target investors

•	 Information, Marketing and Fund 
raising

Canada Gertler and
Wolfe, 2004

•	 Sector spanning
•	 Poor funding of 

regional/local BAs

•	 Limited Scope
•			Networking

UK Bennet, 1998a;
Bennet, 1998b;

•	 Voluntary, Influenced 
by geographic areas

•	 Affiliated to BCC  
more influential

•	 Selective or collective services
•	 Special cells for migrant businesses
•	 BCC= British Chamber of Commerce

E U Bacaria et al., 
2004

•	 Can be taxpayer funded 
or independent

•	 Initiation, planning, and execution 
of programs for business

Italy Braczyk et al., 
1998; Ottatti, 
2004

•	 Usually for SMEs •	 Forum for expression of needs of 
local business

•	 Knowledge distribution
•	 Marketing centres and Resource centres

Germany Braczyk et al.,
1998; Maening
& Oelschlaeger, 
2011

•	 Usually for large 
enterprises

•	 Forum for expression of needs of 
local business

•	 Knowledge distribution
•	 Marketing and  Resource centres

Singapore Yun, 2004;
Sing. Business
Federation. 
2010

•	 Government funded •	 Bridge and facilitate coordination 
between government and business

•	 Help government with business 
policy issues

China Zhang, 2007; 
Park, 2007

•	 Government funded
•	 Developed as government 

led
•	 Grassroots initiated in 

entrepreneur driven

•	 Democratization of  China
•	 Reduction of authoritarian regime
•	 Obtaining permission for 

entrepreneur driven capitalistic 
activities

Developing 
economies

Moore and
Halamai, 1993; 

•	 Various •	 Lobbying and promote private 
sector

•	 Promote political pluralism and 
solidarity

•	 Facilitate horizontal and 
vertical coordination in business 
development and strengthen 
property rights

•	 Reduce information costs, provision 
of support services and upgrade 
workforce

Source: Jain, 2011 pp.124, Author, 2018
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Merits and Demerits of BAs
The evolution of BAs based on their 
objectives and essences of creation 
have developed mixed outcomes and 
understanding of being constructive 
or destructive. Park (2007) noted that 
many of the BAs established in the late 
nineteenth century were believed to have 
colluded in an effort to counter a period 
of economic downturn and low profits. 
Despite the importance of BAs globally, 
there are positive and negative views about 
them. Larrain and Prufer (2014) argue that 
BAs are one important private ordering 
institution providing value to members 
even on top of informal social networks. 
The positive views propose that: First, BAs 
are needed to bargain and compromise over 
improvements in public policy and lobby 
for better public institutions (Larrain and 
Prufer, 2014). Second, BAs can collaborate 
with the state to enhance economic 
performance (Sen, 2010; Miruka, 2007). 
Third, the society-centred configurations 
of BAs serve the members’ interests (Park, 
2007; Sen, 2013). Fourth,  BAs reduce  
risk of market  breakdown through 
increasing  total  amount  of  business  
transactions,  managing  information  
exchanges  and handling arbitrations in 
business tribunals. Fifth, , BAs may be 
instrumental in getting the commercial 
revolution and consumerism in place and 
in facilitating transactions of any scale in 
developing countries today (Fafchamps, 
2004). 

On the other hand, the negative views 
are: First, BAs are regarded as destruc-
tive rent-seekers (Olson, 1982). Second, 
they can create unhealthy collusion with 
the state to divert resources at the expense 
of more efficient and optimal uses (ibid). 
Their configured collusions have been 

bringing results that lead to rejections and 
acceptance of BAs operations in the polit-
ical and economic environment. Accord-
ing to Revely and Ville (2010), many of 
the BAs established in the late nineteenth 
century were believed to have colluded in 
an effort to counter a period of econom-
ic downturn and low profits. Third, BAs 
tend to plead for members’ interests while 
excluding the interests of non-members 
(Olson, 1982). BAs also lobby politicians 
for selective favours (Pyle, 2011). Fourth, 
BAs coordinate their members’ behavior 
by publishing prices, allocating quota, or 
reducing industry output to the detriment 
of consumers (Larrain and Prufer, 2014). 
Fifth, the state-centred configuration of 
BA relations tends to protect the state’s in-
terests rather than those of members (Sen, 
2013). Sixth, Goldsmith (2002) asserts 
that leadership and the use of procedures 
in BAs’ operations have not been closely 
controlled by members, and the role they 
play in supporting members is questioned 
by various stakeholders. Pedersen (2003) 
argues that leaders can use BAs for their 
personal interests and work against mem-
bers’ interests. Sixth, given information 
asymmetries, members cannot monitor 
everything BA leaders do (Goldsmith, 
2002). 

THEORETICAL REVIEW
Pluralist, Public Choice and Principal-
Agent theories are among the theories 
informing about BAs. First, pluralist 
theorists (PT) are acting in favour of BAs 
(Olson, 1982). They contend that BAs’ 
processes of negotiating and bargaining 
with other stakeholders, especially the 
state, contribute  to  social  stability 
and  encourage  incremental changes, 
thus reducing information asymmetries 
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among firms and government agencies 
which favour business expansion (Moore 
and Hamalai, 1993). Moreover, BAs’ 
influence encourages the emergence 
of good governance and the ability to 
deliver basic services (Olson, 1982). From 
a pluralist perspective, development is 
enabled where firms are co-ordinated 
and are able to speak out collectively on 
public affairs. The pluralists also explain 
that in a pluralistic society, business power 
is adequately checked by democratic 
values, the constitution, laws, markets, 
government, labour unions, advocacy 
groups, and public opinion. For example, 
firms cannot effectively interchange with 
government due to lack of expertise and 
staff time to engage in policy analysis 
and political action. In this regard, 
pluralists see development as involving 
the breakdown of ascriptive relationships, 
and adopting relationships based on 
‘acquired’ status and installation of social 
and moral values (ibid.). The theory 
criticisms are based on the reciprocity and 
equality norms assumptions that all actors 
will maintain good intentions and will 
not take advantages of weakly positioned 
individuals. Pedersen (2003) shows that 
people who gain more information, 
influence, control and power can abuse 
pluralistic expectations and undermine 
rights of reciprocity and equality in 
associations.

Second, Public Choice Theory (PCT) 
is a branch of economics from taxation 
and public spending. It emerged in the 
1950s and received widespread attention 
in 1986 (Moore and Hamalai, 1993; 
Goldsmith, 2002).  Public choice displays 
a matter of ‘rent-seeking’ behaviour by 
obstructive interest groups (Olson, 1982). 
Economic rents are policy-induced gains 

that would be absent in a competitive 
market. In accordance with the logic  of  
utility  maximization,  it  makes  sense  
for  individual  interest  groups  to  extract 
government-produced rent, despite the net 
results being sub-optimal from a society’s 
point of view. Such ‘market distortions’ 
make strategically placed groups better 
off even as they harm the general public 
(ibid.). Public choice camp shows that 
BAs play a negative role. BAs’ pleadings 
perpetuate inefficiencies that benefit only 
a few firms at the expense of the larger 
society. Consequently, lawful lobbying 
for rents often leads to illegal pay-offs and 
other corrupt forms of political influence 
(Goldsmith, 2002). The theory is criticized 
that it lacks empirical support and the 
negative implications are circumstantially 
revised and have no support rather than 
seeing emerging establishments from 
associational arrangements. Moreover, it 
does not have much exploratory power in 
stable economies (Southwood, 2017).

Third, the Principal-Agent Theory (PAT) 
suggests that BA staff can work against 
members’ interests and for their personal 
aggrandizement (Goldsmith, 2002). In 
the BA context, an agency relationship, 
the agent (BA leaders) and the principal 
(BA members). Given information 
asymmetries, the principal cannot monitor 
everything the agent does, and the agent 
has incentives to conceal certain activities. 
The theory has six assumptions. The first 
is the agent impact. The agent actions 
determine a payoff to the principal. The 
second is the information asymmetry. The 
principal can observe the outcome but not 
the agent’s action. Monitoring of agent 
actions may be practically possible, but 
gathering complete information is also 
prohibitively expensive. The third is the 
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asymmetry in preferences. The agent’s 
preferences are assumed to differ from the 
principal’s. For example, the actions that 
benefit the principal’s well-being may be 
costly to the agent. The fourth assumption 
is that the agent is more risk-averse than 
the principal. The principal acts rationally 
based on a coherent set of preferences, and 
can move by first offering a contract. The 
fifth is the backward induction based on 
common knowledge, here the principal 
and agent share knowledge about the 
structure of the game, effort, costs, 
probability distribution of outcomes, and 
other parameters. They also share common 
knowledge of the agent’s rationality as both 
are aware that the agent will prefer any 
incentive package with an expected utility 
slightly more than the agent’s opportunity 
cost. The principal can infer the agent’s 
best response function from known 
parameters and use backward induction to 
identify the best possible outcome, subject 
to that function. The sixth is ultimatum 
bargaining, the principal is presumed to 
be capable of imposing the best possible 
solution from the agent’s correctly inferred 
best response function. In this regard, 
Sappington (1991:47) explains that:

“the principal is endowed with all of the 
bargaining power in this simple setting, 
and thus can make a ‘take-it-or leave-it’ 
offer to the agent”.

The  Pluralist  and  Public  Choice  The-
ories  inform  the  two  sides  of  BAs  by 
displaying  the necessary conditions for 
effective performance of BAs. The theo-
ries informs on the existence of two camps 
at policy level; those who support BAs 
and those who oppose. They also informs 
about ascriptive or acquired status of BAs 
for management of diversity.  Moreover, 

they guide by explaining the potential 
and selective benefits provided by BAs 
and the obstacles they face. Further, PAT 
informs that the understanding the BA’s 
officials’ moral and behavioural patterns 
for governance is crucial for success of BAs 
and members. It further informs on the 
importance of formulating, assessing and 
abiding by good procedures of getting and 
monitoring BA office staff. This theory 
also informs the study on the importance 
of monitoring and evaluating (M&E) of 
BA operations.

EMPIRICAL REVIEW

BAs and Macro-Economic 
Performance
The empirical evidences from both 
developed and developing countries 
widely reveal BAs contributions to 
promoting economic performance at 
macro level (Goodluck, 2016; Sen, 2013). 
Zhang (2007) found that one of the 
reasons for the faster growth of Northeast 
Asian economy in the twentieth century  
was  the  role  played  by  BAs  in  the  
creation  SMEs.  World Bank (1998) and 
Park (2007) underscore the role of BAs in 
the Northeast Asian economy, the study 
also identified common threads behind the 
growth record, especially the centrality of 
encouragement of strong government-
private sector co-operation through the 
use of BAs. East Asian leaders established 
the principle of shared growth which 
allowed all groups to benefit from an 
expanding economy. This political intent 
was backed up by special programmes, 
such as land reform and public housing 
programme. The governments then 
created an enabling business environment, 
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with a legal and regulatory structure that 
supported private investment. According 
to Park (2007), the  role  of  BAs  changed  
over  time  and  shifted  to  building 
macroeconomic capabilities and national 
economic governance structures.

Esman and Uphoff (1984) sampled 150 
rural member based organizations from 
Third World countries, found that par-
ticipation in those organizations plays a 
significant role in development from the 
grassroots. They used simple correlation 
and multiple regression analysis indicated 
that there is a positive relationship asso-
ciated with BAs play a crucial role in the 
development of agrarian societies globally. 
They established that conceding a degree 
of self-determination to rural organiza-
tions is necessary for them to act in the 
interest of their members. Similarly, Ben-
net (2007)  identify  collective  action  in  
BAs  as  an indicator that can foster eco-
nomic performance. Stiglitz’s (1996) study 
focused on the impact of the private sec-
tor partnership, BAs, and state-business 
co-operation. He aimed at determining 
whether other developing countries can 

replicate these policies to obtain similar 
high growth rates. Stiglitz identified the 
strong government-private sector partner-
ship by using, directing, and supplement-
ing markets rather than replacing them. A 
study by Evans (1995) established that the 
extensive web of dense networks between 
officials in organizations and managers 
from the private sector helped to generate 
joint projects now called public-private 
partnerships (PPPs).

BAs and Sector (Meso) 
Performance
Empirical evidences show that BAs have 
been successful at meso or sector level per-
formance in various aspects such as sector 
stabilization and reform, horizontal and 
vertical coordination, lowering the cost 
of information and setting standards and 
quality upgrading (Sen, 2010 and Doner 
and Schneider, 2000). Exceptionally, the 
Columbian Coffee Producers Association 
(Federacafe) built transport and port in-
frastructures after being entrusted by the 
government to collect and use custom tax-
es (ibid.).

Table 3:  Empirical Meso Level or Sector Functions Performed by BAs in Countries  
Functions Performed BAs in Sectors and Countries

1.Macroeconomic 
stabilization/Reform

Business Co-ordinating Council (CCE, Mexico); Federation of Thai 
Industries (FTI, Thailand);
Kuwait Chamber of Commerce and Industries
The Association of Gem Producers in Thailand (TAGP)

2. Horizontal coordination, 
Joint buying and Marketing

Turkish Clothing Manufacturers’ Association (TGSD); Taiwan 
Footwear Manufacturer Association (TFMA); Thai Garments 
Manaufacturer Association (TGMA); Thai Rice Exporters Association 
(TREA);
Taiwan Cotton Spinners Association (TCSA);
Korea Federation of Textile Industries

3. Vertical coordination 
Export-promotion, Sub-
contracting, Financing

(TFMA); Taiwan plastic Shoe Exporters Association (TPSEA); Nigeria 
Groundnuts Association; Commercial Farmers Union (Zimbabwe); 
COECE, Mexico; Taiwan Cotton Spinners Association (TCSA); 
TEAMA, (Taiwan);
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4. Lowering the cost
of information, Exhibitions

Chinese Chamber of Commerce (Penang); Korean Trade promotion 
Association;
Federacafe (Columbia); Thai Garments Manaufacturer Association 
(TGMA); Brazi Footwear, Mexican Footwear; TEAMA,(Taiwan); 
Korea Federation of Textile Industries (KOFOTI); Peruvian Footwear 

 5. Setting standards and 
Quality upgrading

Federacafe (Columbia); Thai Garments Manufacturer Association 
(TGMA); Brazil Footwear, Mexican Footwear; TEAMA, (Electronics, 
Taiwan); Korea Federation of Textile Industries (KOFOTI); Peruvian 
Footwear Association, Korean Trade Promotion Association; 
Taiwanese Transportation Vehicle Manufacturers’ Association; 
Peruvian Footwear Association; Japan Cotton Spinners Association 
(Japan)

Source: Doner and Schneider (2000), Sen (2010)

BAs and Enterprise (Micro) 
Performance
BAs services promote the private sector 
in such a way that they can increase 
productivity and impact on the enterprises 
and other socio-economic aspects of life 
(Schiff, 1998). BAs extensive services 
provided to members increase members’ 
capability of doing business and influence 
enterprise performance. Such services 
are leadership and governance, advocacy, 
marketing, research and development, 
finance and other member-specific 
services. The presence and adequacy of 
such services strengthen a BA and its 
member enterprises. In a study by Besley 
et al., (1993) on the economic role of 
Rotating Savings and Credit Associations 
(ROSCAs), it was established that 
enterprises use social relationships as an 
alternative source of collateral and as a 
substitute for lack of physical and financial 
capital. Alvarez and Busenitz (2001) found 
that though the principal resources needed 
for enterprise initiation and development 
are financial, networking in associations is 
critical for enterprise growth, market and 
performance. Mwangi and Ouma (2012) 
and Mbura (2007) hold that associating 
enable people to attach greater value to 

their collectivity because in groups people 
interact directly, frequently and in multi-
faceted ways (Cohen and Kaimenakis, 
2007).  Moreover, groups lower uncertainty 
and reduce transactional  costs and foster 
performance at the micro level, while 
simultaneously providing a new analytical 
tool for explaining some meso and 
macro phenomena. Bennet and Ramsden 
(2007) contend that BAs enable access 
to information unavailable to markets, 
monitor members’ behaviour and punish 
members who go against established 
social norms. Sharing information 
among members promotes solidarity and 
reciprocity, reduces transactional costs, 
enhances the sense of belonging and 
facilitates collective decision-making 
(Mwangi and Ouma, 2012). Additionally, 
studies by Wong and Aspinwall (2004), 
for example, show that BAs facilitate SMEs 
proximity to their customers and enable 
them to acquire knowledge through a 
more direct and faster route than in large 
organizations.

The destructiveness of BAs lie in the exclu-
sive bonding social relations amongst rel-
atively homogenous groups such as family, 
clan members and friends in the form of 
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ethnic BAs, fraternal organisations and re-
ligious business groups; though the num-
ber and density of informal and horizontal 
associations bring about positive commu-
nity welfare (Putman, 1993). Furthermore, 
when such groups/BAs isolate themselves, 
they can misconduct, monopolise resourc-
es or be disconnected from resources, hence 
causing negative social welfare and low 
level of socio-economic benefits. A good 
example was in Kenya, about 200,000 
community economic groups active in ru-
ral areas were unconnected to resources. In 
Rwanda, 33,000 registered associations 
failed to prevent civil-wars (Narayan and 
Pritchet, 1996). This relationship between 
individuals of the same social group based 
on strong norms and trust causes social ex-
clusion. Their members become defensive 
and cause social exclusion in two ways: 
first, it ceases to be useful as the ambitions 
of members escalate; and, second, it is not 
meant for people outside the bond. Exam-
ples of BAs with exclusive bonding char-
acteristics include Indian ethnic networks 
and clan clubs in African countries. 

CONCLUSION AND 
RECOMMENDATIONS
As asserted by Olson (1982) and later by 
Goldsmith (2002), and  Sen ( 2010), that 
“despite some theoretical and empirical 
findings that BAs are destructive”, em-
pirical evidence widely reveal their con-
tributions to promoting efficiency (Sen, 
2013). BAs are useful for socio-cultural  
and  economic  performance  that  can  ena-
ble  cross-cutting  efficiency in  all sectors. 
BAs’ meta-organizational characteristics 
escalate collaborations and cooperation 

between actors, and those BAs embracing 
best practices perform better. The paper 
had amplified the behavioural pattern of 
well positioned individuals for intentional 
misuse of BAs for personal benefits over 
societal one; which can be abusive to de-
velopment; though BAs’ potential for pro-
moting efficiency is unquestionable. Thus, 
one can recommend a thorough BA’s mon-
itoring and effective members’ involve-
ment for realization of the BAs’ optimal 
social and economic benefits.

It is recommended that BA members’ 
motivation and expectations should be 
clear and enforceable by the leadership. 
Their expectations such as centres for 
sharing information on financial issues, 
land and business location and strategy, 
need to be key agenda in various dialogues 
and platforms within and outside BAs’ 
boundaries. Such a BA’s dialogue and 
information framework would help 
members to assess the reasons and 
viability of their membership and BAs’ 
performance. On the other hand, members 
must be well informed of their duties, 
responsibilities, and rights in the BA. 
Members should abide by the constitution 
and hold office bearers accountable to 
foster good governance and operational 
efficiency. Likewise, attend meeting, pay 
membership dues, vote, express their ideas 
freely, question anomalies, be represented 
and monitor the performance trend of 
BAs. Learning from members of other BAs 
within the region and outside is highly 
recommended for broadening exposure 
to some viable and beneficial practices, 
acquire experience and replicate success 
stories that can help their associations.
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       Abstract
This study examines the effect of dividend policy 
on the share price of listed conglomerate firms in 
Nigeria. The population of the study consists of 
six (6) listed conglomerate firms on the Nigerian 
Stock Exchange as at 31/12/2016. All the listed 
conglomerate firms were used due to small sample 
size. Secondary data were collected from the 
sampled firms via their published audited financial 
statements for 10 years, ranging from 2007 to 
2016. Multiple regression was used to analyze 
the data. The results show that dividend yield has 
a positive and significant effect on share prices 
of the listed conglomerate firms in Nigeria, while 
earnings yield has a negative and significant effect 
on share prices of the listed conglomerate firms 
in Nigeria. However, dividend payout ratio has a 
negative insignificant effect on share prices of listed 
conglomerate firm in Nigeria. Based on the findings, 
the study concludes that the dividend policy has 
a significant effect on share price. The study, 
therefore, recommends that firms should adopt a 
policy of consistent dividends paid to shareholders 
as it will attract investors to increase their investment 
by way of buying more of the company’s stock. This 
is because investors see a firm that pays a high 
dividend as evidence of the company’s financial 
strength and well-being and concludes that 
management has positive expectations for future 
earnings which makes the stock more attractive.

Keywords: Share price, dividend yield, earnings 
yield, dividend payout, conglomerate firms
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INTRODUCTION
For more than thirty decades, there has 
been controversy over dividend policy and 
stock prices despite several empirical and 
theoretical researches (Allen & Rachim, 
1996). This gave rise to many theories on 
dividend policy relevance and irrelevance 
which resulted in different studies and 
their effect on share prices (Murekefu & 
Ouma, 2012). One of the fundamental 
questions in corporate finance literature 
is whether a company’s profits should be 
distributed to shareholders in the form 
of dividends or be plowed back to new 
investment opportunities. If the decision 
arrived at is to distribute the dividend, 
what proportion of the profits should 
be distributed to shareholders and what 
proportion should be retained in the 
business for further investments? (Dawar, 
2012). This induces the management of 
most firms to consider the type of dividend 
policy that will result in the maximization 
of shareholders’ wealth, and not to focus 
only on the profits to be plowed back 
into the business. The management must 
however, consider the effect of the decisions 
on the dividend policy on the company’s 
stock prices (Dawar, 2012).

Issues regarding payment and non-
payment of dividend give rise to two 
schools of thought. The first school of 
thought is of the view that dividend 
distribution or dividend declaration or 
payment is irrelevant (Modigliani & Miller, 
1961; and Black & Scholes, 1974). For 
example, Modigliani and Miller  (M&M, 
1961) argue that dividends are irrelevant, 
no matter what proportion of profits is 
distributed to the shareholders. Supporting 
this opinion, Black and Scholes (1974) 
employed long-term dividend yield and 

found no significant relationship between 
a portfolio’s monthly returns of a share and 
its dividend yield. 

The second school of thought posits that 
dividend distribution or dividend decla-
ration or payment is relevant (Brigham, 
1995; Litzenberger & Ramaswamy,1979; 
Litner 1962; and Gordon 1963). For ex-
ample, Litner (1962) and Gordon (1963) 
argue that dividends are relevant due to 
information contents. Similarly, Brigham  
(1995) opined that dividends convey infor-
mation  as they affect share prices, while 
Litzenberger and Ramaswamy (1979) em-
ployed a short-term dividend yield and 
found a positive relationship between divi-
dend yield and stock returns. This implies 
that dividend distribution, declaration or 
payment is important because it is one of 
the simplest ways for companies to com-
municate financial well-being to the share-
holders. Also, dividend distributions in 
form of cash payout regularly to the share-
holders from earnings, send a clear and 
powerful message about future prospects 
of the financial performance of companies.  

A conglomerate firm is a subsector of 
the manufacturing sector. This sector is 
regarded as the major driving force of 
the modern economy. This is because it 
serves as the vehicle for the production 
of goods, generation of employment and 
the enhancement of incomes. Hence, it is 
described as the heart of the economy (Sola, 
Obamuyi, Asekunjo  & Ogunleye, 2013). 
The choice of this sector is based on the fact 
that it contributes a significant portion to 
the gross domestic product (GDP) in the 
developed economy while the percentage 
contributed to the gross domestic product 
(GDP) in developing economy particularly 
Nigeria is far below what is happening in 
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the developed economies. For example, in 
China, this sector contributed 29% to the 
gross domestic product (GDP). In Japan, 
the sector contributed 21.21% to the gross 
domestic product (GDP). In the UK, it 
contributed 18.57% to the gross domestic 
product (GDP). In the USA, it also 
contributed 17.6% to the gross domestic 
product (GDP). In developing countries 
specifically Nigeria, the sector contributed 
9% to the gross domestic product (GDP). 
This percentage is far below what is 
happening in the developed economies. 
This could be as a result of many factors 
including lack of confidence of foreign 
investors in Nigerian conglomerate sector, 
quality of management saddled with the 
responsibility of managing the sector, 
issue relating to prompt payment or non-
payment of dividend, dwindling of share 
prices of the sector and other determinants. 
The study, therefore, examines the level 
of dividend policy in the sector in order 
to encourage investors and to improve 
the sector contribution towards the gross 
domestic product (GDP). 

Furthermore, this study, dividend policy 
on share price of listed conglomerate firms 
in Nigeria, provides results that are differ-
ent from previous studies. This is because 
conglomerate firms have unique charac-
teristics that distinguish them from other 
companies. Firstly, due to diversification, 
conglomerates can reduce their investment 
risk thereby creating a capital market with-
in the group which allows the growth of 
the conglomerate. This diversification al-
lows a downturn suffered by one subsidiary 
to be counter-balanced by stability, or even 
expansion, in another division.  Secondly, a 
conglomerate can grow by acquiring com-
panies whose shares are more discounted, 
thereby showing an evidence of growth in 

earning when compared with other compa-
nies. Thirdly, conglomerates are companies 
that have diversified interests in so many 
different sectors and structures as corpora-
tions which offer average dividend yields. 
This dividend yields vary widely from the 
exposure to so many industries to making 
the sector offer dividend yields that are 
above average when compared with the 
wider market.

The dividend is one of those expectations 
that investors hope to get as a result of their 
investment (Maude, Ojo & Okpanachi, 
2015). This means a company pays a 
dividend in order to encourage investors 
to increase or expand their investment 
in such a company. The motive behind 
investing in a conglomerate sector by 
investors in Nigeria is to get a dividend 
from their investment. Therefore, if the 
conglomerate sector is doing well, it will 
attract many more investors, thereby 
increasing their contribution to the gross 
domestic product (GDP) and helping the 
company to pay dividend as at when due. 
Thus, any conglomerate firms that delay 
in payment of dividend in any year or that 
deliberately refuse to pay in a particular 
year with the intention of plowing it back 
to the firm without the approval from the 
investors, the investors will withdraw their 
investment and this could affect the firm 
negatively. There are different ratios with 
which a company can pay out dividends.  
Therefore, this study seeks to examine the 
effect of dividend policy on stock prices 
using ratios such as dividend yield, earnings 
yield, payout ratio, and share price ratios.

Numerous studies have examined the effect 
of dividend policy on share price, yet there 
exists a controversy on the subject matter. 
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Modigliani and Miller (1961) one of the 
pioneers of dividend irrelevance theories 
opine that dividends are irrelevant in 
the valuation of a firm. This implies 
that dividend does not add value to 
conglomerate firms, showing that whether 
conglomerate firms pay dividend or not, 
the conglomerate firms remain the same. 
Payment of dividend communicates to 
the investors and potential investors 
about conglomerates’ financial health. 
The implication of not paying dividend is 
that it sends signal to potential investors 
and creditors that such conglomerate is 
not healthy financially. Walter (1963), 
on the other hand, disagreed with 
Modigliani and Miller (1961) and had a 
view that dividend policy would only be 
irrelevant if the level of growth rate and 
weights employed in determining the cost 
of capital are independent of dividend 
payout policy. Azhagaiah and Priya 
(2008) established that higher dividends 
increase the market value of shares while 
lower dividends reduce the market 
value of shares, since shareholders prefer 
dividends to future capital gains. Given 
the above problems and the controversies 
surrounding the effect of dividend policy 
on stock prices, this study investigates the 
effect of dividend policy on stock prices 
considering dividend yield, earnings yield, 
payout ratio, and share price ratios.

The main objective of this study is to de-
termine the effect of dividend policy on 
stock prices of listed conglomerate firms 
in Nigeria. To achieve this, the study 
examines the effect of dividend yield on 
stock prices of listed conglomerate firms 
in Nigeria;  assessed the effect of earnings 
yield on stock prices of listed conglomer-
ate firms in Nigeria and; investigates the 
effect of dividend payout ratio on stock 

prices of listed conglomerate firms in Ni-
geria.

The following hypotheses were formulated 
and tested: H

1
: Dividend yield has no 

significant effect on stock prices of listed 
conglomerate firms in Nigeria; H

2
: 

Earnings yield has no significant effect on 
stock prices of listed conglomerate firms 
in Nigeria; and H

3
: Dividend payout has 

no significant effect on stock prices of 
listed conglomerate firms in Nigeria.

LITERATURE REVIEW
The concept of dividend policy and share 
price is well researched and discussed as an 
aspect of corporate finance. But dividend 
policy and share price remain a source of 
controversy despite years of theoretical 
and empirical research (Allen & Rachim, 
1996; Nishat & Irfan, 2001; and Asamoah, 
2010). However, dividend policy is one 
of the most important policies not only 
to the firm but also to the shareholders, 
customers, regulatory bodies and the 
government (Uwuigbe, Jafaru & Ajayi, 
2012). This is because dividend policy 
is the reflection of a company’s value as 
shareholders are interested in return on 
investment; consumers are interested in 
the price charged, while workers key on the 
ability of the company to pay, as payment 
of dividend depends on the financial 
solvency and stability of the company. On 
the other hand,  regulators are interested 
in capital adequacy and the government is 
interested in taxes.  Therefore,  dividend 
policy cannot be underestimated. As 
such, Directors, in making decisions on 
investments, financing and dividends, in 
most cases, are careful in balancing these 
decisions before acting in the long-term 
interest and continuity of the company.
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Black (1976) adduced that the more one 
looks at the dividend picture, the more it 
seems like a puzzle, with pieces that do not 
just fit together. This means that dividend 
policy can be seen as a mirror in which 
the image of the dividend object does not 
resemble the object.  What this means is 
dividend policy is difficult to settle both 
in theory and in practice because the de-
mands of the investors that operate are in 
opposing directions. On the other hand, a 
share price is the price of a single share in 
a number of sellable stocks of a company, 
derivative or another financial asset. The 
share price of a firm is directly observa-
ble from the stock exchange which is part 
of the securities segment of the capital 

market (Seitz, 1990). The most common 
types of securities are stocks, bonds, and 
options. Securities markets are the mecha-
nisms that allow suppliers and demanders 
of funds to make transactions. They also 
allow transactions to be made quickly and 
at a fair price (Feldstein and Green, 1983).

In order to bridge the gap in the literature 
on effect of dividend policy and share 
price, the study examines the effect of 
dividend policy on share price of the listed 
conglomerate firms in Nigeria, considers 
dividend yield, earnings yield and 
dividend payout, which appear on the left 
hand side, while share price on the right 
hand side, size and leverage as control 
variable at the centre.

Below is the conceptual framework for the study: 

Share Price  

Dividend Yield 

Firm Age Leverage 

 Earning Yield 

Dividend Payout
Ratio

Control Variable

 Source: Built by the author based on literature

The above conceptual framework was de-
veloped to examine the relationship be-
tween dividend policy and share price. 
In this conceptual framework, dividend 
policy and share price are independent 
and dependent variables respectively. The 
independent variables comprise dividend 
yield, earnings yield, and dividend payout 

while the dependent variable was meas-
ured by share price.

A dividend yield is a financial ratio that 
indicates how much a company pays out 
dividends each year relative to its share 
price (Paulo & Pedro, 2015). This implies 
that dividend yield represents a proportion 
of dividend paid by a firm and can be 
calculated by dividing the naira value of 

Dividend Policy
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dividends paid in a given year per share of 
stock held by the naira value of one share 
of stock.  Dividend yield can be seen as the 
financial ratio that measures the quantum 
of cash dividends paid out to shareholders 
relative to the market value per share. 
This, however, makes investors view 
companies that have paid out significant 
dividends for an extended period of time 
as safer investments, as a dividend yield 
of a company is always compared with 
the average of the industry to which the 
company belongs. For instance, investors 
on the conglomerate sector may consider 
how often dividend is paid in the sector 
with another, like the banking sector. If 
the banking sector, for example, pays 
high dividend consistently for five 
years or more, when compared with the 
conglomerate sector, this would send a 
signal to the investors that investment in 
the banking sector is more viable than the 
conglomerate sector due to high return 
and prompt dividend payment.

Earnings yield is a type of financial 
ratio that explained the percentage of a 
company’s earnings relative to its purchase 
price or a ratio of net income to price, or 
the reciprocal of the price-earnings ratio 
(Abraham, Harris & Auerbach, 2017). 
This means earning yield is the portion 
of variation in the stock price that is 
attributable to changes in corporate 
profitability. According to Basu (1983)  
earnings yield which is the inverse of 
the P/E ratio shows the percentage of 
each dollar invested in the stock that was 
earned by the company. This also suggests 
that earnings yield is the ability of firms 
to earn profits from the sale of goods and 
services or ability to employing resources 
to produce a stream of products that 

attract a growing customer base (Abraham 
et al., 2017).

The dividend payout ratio is the ratio of 
the total amount of dividends paid out to 
shareholders relative to the net income of 
the company (Kartal, 2015). This means 
that dividend payout ratio is calculated by 
dividing the total dividend to a net profit 
of every stock (Mahira, 2012). According 
to Robert (2015), the payout ratio is a 
key financial metric used to determine 
the sustainability of a company’s dividend 
payments. This is because the amount 
that is not paid out in dividends to 
stockholders is held by the company for 
growth, while the amount that is kept by 
the company is called retained earnings. 
In addition, payout ratios that are between 
55% to 75% are considered high because 
the company is expected to distribute 
more than half of its earnings as dividends, 
which implies less retained earnings. A 
low ratio may indicate that the company 
is using much of its earnings to reinvest 
in the company in order to grow further. 
Similarly, a high payout ratio may also 
indicate a willingness to share more of the 
company’s earnings with shareholders.

There are numerous theories that have 
explained the relationship between 
dividend policy and share price, which 
include Bird in the hand theory, Tax 
preference theory, Signaling theory, 
Agency theory and Dividend Irrelevancy 
theory, among others. These theories 
present conflicting opinions as to the 
effect of dividend policy decisions on the 
value of a company’s shares. These gave 
rise to two schools of thought (relevance 
and irrelevance) concerning decisions 
on dividend payment. In the opinion of 
one school of thought (Lintner,1962 and 
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Gordon,1963), dividends are significant 
to the valuation of a company, whilst 
the other school of thought (Modigliani 
& Miller,1961) contrarily posits that the 
value of a firm does not affect its share 
prices. 

The conflicting opinions resulted to 
numerous studies ranging from Linter 
(1956) to Modigliani and Miller (1961), 
Bhattacharya (1979), De Angelo et al. 
(1996), Fama and French (2001), Al-
Malkawi (2007) and Al-Najjar and 
Hussainey (2008). The argument centers 
on the relevance or irrelevance of dividend 
policy as regards share valuation. The first 
school (irrelevance) argues that the current 
value of a firm is independent of its 
dividend decisions, rather the value a firm 
derives from its investment policy. They 
believe that whatever gains that would be 
derived from dividend payments would 
be offset exactly by the cost of external 
financing(Modigliani & Miller,1961). 
The other school (relevance) believe that 
dividend policy should and does affect 
the value of a firm and as such dividend 
policy can only be irrelevant when the rate 
of return on investment equates the cost of 
financing the investment (Lintner, 1962) 
and (Gordon, 1963). 

Nishat and Irfan (2003) examine the 
impact of dividend policy on the share 
price in Pakistan for the period 1981 to 
2000. The study sampled 160 firms from 
the Banks of Pakistan. The market share 
price was the dependent variable while 
dividend yield and dividend paid were 
independent variables. Cross-sectional 
regression was used to analyze the data. 
The findings of the study showed that 
dividend yield and dividend payout ratio 
had a positive and significant impact on 

the share price volatility. This means an 
increase in market share price results 
to dividend yield and dividend payout. 
Once the value of the company’s shares 
appreciates, investors are expected to get 
more return in form of a higher dividend. 
Similarly, Barman (2007) examined the 
effect of dividend policy on the share 
price in both listed and private companies 
in the Republic of South Africa for the 
period of 1993-2001. The study sampled 
150 listed firms and 350 private firms in 
South Africa. Ordinary least square (OLS) 
regression was used to analyze the data. 
The results showed that dividend policy 
had a positive and significant effect on 
share price. This means that the decision 
to pay a dividend is subject to share prices. 
If share price increases, there will be more 
profit in the firm leading to the decision of 
dividend distribution and payment.

Khan (2012) examined the effect of 
dividend policy on stock prices. The study 
population consisted 55 companies listed 
at Karachi Stock Exchange from the period 
2001 to 2010.  Ordinary least square 
regression was used to analyze the data. The 
findings showed a positive and significant 
relationship between dividend payout and 
stock prices while Suleiman et al. (2011) 
examined the impact of dividend policy 
on share price volatility in Pakistan. The 
study sampled 5 sectors from the Karachi 
Stock Exchange for the period from 2005 
to 2009. Multiple regressions were used 
for data analysis. The findings showed 
that share price volatility had a significant 
positive relationship with dividend yield. 

Joshi (2011) assessed the impact of 
dividend yield on stock prices in Nepal for 
the period 2010-2011. The study covered 
210 listed companies in Nepal. The 
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dependent variable was the current market 
stock price and the independent variable 
was dividend yield. The descriptive 
statistics and regression analysis were used 
to analyze the data. The findings showed 
that dividend yield was positively related 
to market price. Similarly, Baskin (1989) 
investigated the impact of dividend yield 
on the stock price of the Commercial 
Banks in Bangladesh for 2001 - 2006. 
Multiple regression was used to analyze 
the data. The independent variable was the 
dividend yield and the dependent variable 
was stock price. The findings of the study 
showed that dividend yield was negatively 
related to stock price.

Khan (2012) examined the effect of 
earnings yield on stock prices in 2 sectors 
in Pakistan’s chemical and pharmaceutical 
industries for the period 2001 to 2010. 
The study sampled 29 companies listed in 
Pakistan Stock Exchange. The share price 
was used as the dependent variable and 
earnings yield as the independent variable. 
Ordinary least square (OLS) regression 
was used to analyze the data. The 
findings showed the significant negative 
relationship between earnings yield and 
share price. Bougatef (2011) investigated 
the effect of earnings yield on the stock 
price in Tunisian. The study sampled 24 
publicly traded Tunisian firms during the 
period 2000 – 2008. The stock price was 
used as the dependent variable and earnings 
yield as the independent variable. Cross-
sectional regression analysis was used to 
analyze the data. The study found that 
earnings yield was insignificantly related 
to market price. Baker and Powell (1999) 
examined the effect of earnings yield on the 
stock price of listed firms in Cyprus Stock 
Exchange during the period 1985-1995.  
The stock price was the dependent variable 

and earnings yield was the independent 
variable. Multiple regression was used to 
analyze the data. The findings showed the 
positive significant relationship between 
earnings yield and stock price. 

Profilet and Bacon (2013) assessed the 
impact of dividend payout on stock 
price in the U.S equity capital market 
for the period 2000-2006. The study 
covered 500 publicly traded firms in the 
U.S capital market. The stock price was 
dependent variable and dividend paid 
was the independent variable.  Ordinary 
least square (OLS) regression was adopted 
for data analysis. The findings showed 
the positive and significant relationship 
between dividend payout and stock price. 
Rashid,  Rashid, and Rahman (2008) 
investigated the impact of dividend 
payment on stock price in Bangladesh 
for the period of 1999-2006. The market 
share price was the dependent variable and 
dividend payment was the independent 
variable. The study population consisted 
of 104 non-financial firms of different 
sectors listed in Dhaka stock exchange. 
Descriptive statistics and cross-sectional 
regression were used for data analysis. The 
findings showed a negative significant 
correlation between dividend payment 
and share price while Azhagaiah and Priya 
(2008) examined the impact of dividend 
payment on shareholder wealth in South 
India for a period of 1997 to 2006. Market 
share price was the dependent variable and 
dividend payment was the independent 
variable. A Sample of 28 companies in 
the chemical industry were chosen from 
114 listed companies in Bombay stock 
exchange using multi-stage random 
sampling techniques. Cross-sectional 
regression was used for data analysis. The 
findings of the study showed that there was 
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a significant impact of dividend payment 
on the share price in organic chemical 
companies.

In the light of the above empirical 
reviews with relevant theories regarding 
dividend policy on share prices, 
the relevance school of thought is 
appropriate and it is anchored on agency 
theory as agency theory is consistent 
with the empirical evidence that firms 
need to distribute dividend based 
on the principle of agent-principal. 
This is because: first, the dividend 
payment is an evidence of a company’s 
strength, health and mature financially. 
Secondly, the board of directors who 
declare dividend are agents to the 
shareholders. When shareholders entrust 
their resources to the director, they 
expect a return from such resources 
(investment), which is the same as a 
dividend. Therefore, the payment of 
dividend follows the principle of agency 
and principal relationship. Low return 
indicates that the director or manager 
did not utilize the resources effectively 
and efficiently, resulting in poor 
performance, while the high return is 
evidence of good performance. Finally, 
shareholders in Nigeria expect regular 
dividend payments and conglomerate 
firms prefer regular dividend payouts 
to meet shareholders’ expectations. 
Any decision taken by conglomerate 
firms to delay or deny the shareholders 
dividend payment during their annual 
general meeting (AGM), will have a 

severe negative effect on conglomerate 
firms in Nigeria. 

METHODOLOGY
The study adopted panel data and both 
quantitative and descriptive research ap-
proaches were utilized in order to achieve 
the objectives of the study. The quantita-
tive research approach was used because 
the variables examined were agreeable 
or persuadable to empirical calibration 
and substantiation (Maude, Ojo & Ok-
panachi, 2015).  The population of the 
study consisted of six (6) conglomerate 
firms listed on the floor of the Nigerian 
Stock Exchange from 1st January 2007 to 
31st December 2016. Secondary data were 
extracted from published audited annual 
reports and accounts of 6 firms that repre-
sented the sample size of the study for the 
period 2007-2016.  This was due to the 
fact that dividends were usually declared 
at the annual general meeting (AGM). It 
was an annual event that determined the 
performance of firms’ management. It was 
also an annual report, which most often 
were readily available and accessible and 
that helped an investor to see at a glance, 
the strength and weaknesses of the firm. 
This enabled the investor to make a de-
cision whether to invest or not to invest; 
to give credit or not to give credit and; to 
supply or not to supply. 

The regression model developed for the 
study is: 
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The regression model developed for the study is:   
  
Spit = α + β1DYit + β2EYit + β3DPOit+ β4FSIZEit  + β5LEVit + it 
 
Whereas 
Spit   =  Share Price     = is measured by the Market Price of the common stock as  
     determined at the dealing session 
DYit   = Dividend Yield   = is measured by Dividend per share ÷ Market Price per  
     share (Nishat & Irfan, 2003)  
EYit   =  Earnings Yield   = is measured by the Earnings per share ÷ Market price per  
     share (Khan, 2012) 
DPOit   =  Dividend Payout  = is measured by Dividend per share ÷ Earnings per share  
     (Profilet & Bacon,2013)   
FSIZEit =  Firm Size  = is measured by Logarithm of Total Assets in the year  
LEVit    =  Leverage    = is measured by Long-term Debt Capital divided by Total  
     Equity (Mayers & Franks,2005). 
 α  =  Constant intercept 
 β1 – β5   = Coefficient of explanatory 
 it  = Error Term 
 

The three hypotheses formulated were tested using multiple regression for data analysis. The test 

of data normality, multicollinearity, heteroscedasticity, fixed and random effects were all 

conducted. The study was conducted at 5% level of significance and if the significance level is 

more or greater than 5%, we reject the alternative and accept the null hypothesis and if the 

significance level is less than or equal to 5%, we reject the null and accept the alternative 

hypothesis.  

The three hypotheses formulated were 
tested using multiple regression for 
data analysis. The test of data normality, 
multicollinearity, heteroscedasticity, fixed 
and random effects were all conducted. 
The study was conducted at 5% level of 

significance and if the significance level 
is more or greater than 5%, we reject the 
alternative and accept the null hypothesis 
and if the significance level is less than or 
equal to 5%, we reject the null and accept 
the alternative hypothesis.

RESULTS AND DISCUSSIONS
Table1:  Descriptive Statistics of SP, DY, EY, DPO, SIZE & LEV

VAR OBS MEAN STD DEV MIN MAX KURT SKEW

SP 60 0.8612 0 .6220 -0.4318 1.7709 2.1115 -0.1438

DY 60 0.0669 0.1428 0 0.8974 25.4652 4.6799

EY 60 0.1325 0.2516 -0.1483 1.5946 25.4064 4.6451

DPO 60 0.5761 0.9172 0 7.0328 42.6621 6.0719

SIZE 60 7.3196 0.5217 6.3953 8.3072 1.9589 0.3468

LEV 60 2.1528 0.3043 1.6032 3.1649 3.5717 0.4954

Source: STATA 13 Output Results based on the study data (See Appendix A)

Table1 presents the descriptive statistics of 
the data collected for the research variables. 
The table shows that the dependent variable 
Share Price (SP) of listed conglomerates in 
Nigeria, has an average value of 0.8612 
with a standard deviation of 0.6220, and 
a minimum value of -0.4318 and 1.7709 
as the maximum value. The mean value 
indicates that the sampled conglomerates 

have an average share price of 0.8612 and 
the standard deviation of 0.6220 implies 
that the deviation from the mean value, 
from both sides is 0.6220, implying that 
the data are widely dispersed from the mean 
because the standard deviation is high 
compared to the mean value. The minimum 
and maximum SP of the sample listed 
conglomerates during the period covered 
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by the study are -0.4318 and 1.7709 
respectively. Table 1 also shows that one 
of the measures of dividend policy of 
listed conglomerates in Nigeria, dividend 
yield (DY) has an average value of 0.0669 
with a standard deviation of 0.1428, and 
a minimum value of 0 and 0.8974 as the 
maximum value. The mean value indicates 
that the sampled conglomerates during 
the period of the study have an average 
dividend yield of 0.0669, and the standard 
deviation of 0.1428 implies that the 
deviation from the mean value, from both 
sides is 0.1428, implying that there is a 
wide dispersion of the data from the mean 
because the standard deviation is higher 
than the mean value. 

Table 1 shows that the earnings yield 
(EY) has an average value of 0.1325 with 
a standard deviation of 0.2516, and mini-
mum and the maximum value of -0.1483 
and 1.5946. The mean value indicates that 
the sampled conglomerates during the pe-
riod of the study had an average earnings 
yield of 0.1325, and the standard devia-
tion of 0.2516 implies that the deviation 
from the mean value, from both sides is 
0.2516, implying that there is a wide dis-
persion of the data from the mean because 
the standard deviation is higher than the 
mean value. Table 1 also shows that the 
dividend payout ratio (DPO) has an aver-
age value of 0.5761 with a standard devi-
ation of 0.9172, and minimum and max-
imum value of 0 and 7.0328. The mean 
value indicates that the sampled conglom-
erates have an average dividend payout 
ratio of 0.5761 (0.4239 retention policy), 
and the standard deviation of 0.9172 im-
plies that the deviation from the mean 
value, from both sides is 0.9172, imply-
ing that the data is widely dispersed from 

the mean because the standard deviation is 
high compared to the mean value.

The results from the table indicate that 
the average firm’s size (SIZE), natural log 
of total assets of the quoted conglomerates 
in Nigeria during the period of the study 
is 7.3196 with a standard deviation of 
0.5217, and a minimum value of 6.3953 
and 8.3072 as the maximum value. The 
table also indicates that the average lev-
erage (LEV), natural log of long-term 
debt capital divided by total equity of the 
quoted conglomerates in Nigeria during 
the period of the study is 2.1528 with a 
standard deviation of 0.3043, and mini-
mum and the maximum value of 1.6032 
and 3.1649. 

The correlation matrix in table 2 was used 
to determine the relationship between de-
pendent and independent variables and 
between independent variables them-
selves. The table shows both positive and 
negative correlation between a dependent 
variable which is share price and all inde-
pendent variables. There is a positive asso-
ciation between share price, dividend pay-
out, and leverage, while there appears to be 
a negative association between share price,  
dividend yield, earnings yield, and firm 
size. The positive statistical correlation 
between share price and dividend payout 
with a correlation coefficient of 0.0393 
which is insignificant (p-value 0.7654). 
This means that as share price increases, it 
leads to an increase in dividend payout but 
statistically insignificant.  The positive 
statistical correlation between share price 
and leverage with a correlation coefficient 
of 0.1613 and p-value of 0.2813. This im-
plies that as share price increases, it leads 
to an increase in leverage but equally sta-
tistically insignificant. 
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Table 2: Result of the Correlation Analysis and Variance Inflation Factor 

VAR SP DY EY DPO SIZE LEV VIF I/VIF

SP 1.0000

DY -0.4304* 1.0000

P-VAL 0.0006

EY -0.4805* 0.9099* 1.0000 8.69 0.115061

P-VAL 0.0001 0.0000

DPO 0.0393 0.2050 -0.0418 1.0000 1.60 0.626428

P-VAL 0.7654 0.1161 0.7513

SIZE -0.0626 0.1681 0.2672* -0.2408 1.0000 1.31 0.764669

P-VAL 0.6344 0.1992 0.0390 0.0638

LEV 0.1613 -0.0197 -0.0323 -0.0430 -0.3292* 1.0000 1.15 0.870510

P-VAL 0.2183 0.8810 0.8064 0.7444 0.0102

M-VIF 4.33

Source: STATA 13 Output Results based on the study data (See Appendix B)
Note: Statistical significance @ 5%

On the other hand, there is a negative cor-
relation between share price and dividend 
yield, earnings yield, and firm size. The 
negative correlation between share price 
and dividend yield with correlation coef-
ficient value of -0.4304 which is statisti-
cally significant at 5% level of significance 
(p-value 0.0006),  implies that as dividend 
yield increases, it leads to an inverse move-
ment in share price. Similarly, the negative 
correlation between earning yield and share 
price with correlation coefficient value of 
-0.4805 which is significant at 5% level of 
significance (p-value of 0.0001), indicate 
that a decrease in share price leads to an 
increase in earning yield, while a negative 
correlation between share price and firm 
size with correlation coefficient value of 
by -0.0626 coefficient and it is statistically 

insignificant (p-value of 0.6344), signifies 
that as share price increases, it leads to a de-
crease in the firm size. 

A test of multicollinearity was out-carried 
using the variance inflation factor (VIF) as 
demonstrated in table 2. The table shows 
that DY has a VIF of 8.90 and tolerance 
level of 0.112376; EY has a VIF of 8.69 and 
tolerance level of 0.115061; DPO has a VIF 
of 1.60 and tolerance level of 0.626428. 
SIZE has VIF of 1.31 and tolerance lev-
el of 0.764669; LEV has VIF of 1.15 and 
tolerance level of 0.870510. Furthermore, 
the table shows the mean VIF of 4.33. This 
means that there is the absence of perfect 
multicollinearity among the independent 
variables, showing the fitness of the data 
variables for the model used.

Table 3:  Hausman Specification and Heteroscedasticity Test

TEST CHI SQUARE P-VALUE

Breusch-Pagan/Cook-Weisberg Hettest 1.38 0.2403

Hausman Fixed Random 15.79 0.0075

Source: STATA 13 Output Results
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The Breusch-Pagan/Cook-Weisberg test 
for heteroscedasticity was conducted to 
ascertain the existence or otherwise of het-
eroscedasticity. The result of hettest shows 
a chi2 of 1.38 which is statistically insig-
nificant as the p-value is 0.24023. This 
provides us with evidence of accepting 
alternative hypothesis and rejecting the 
null hypothesis that there is the presence 
of heteroscedasticity among the variables. 
The absence of heteroscedasticity among 

explanatory variables is an indicating that 
the variation of the residual or error term 
is not correlated and would not affect the 
result of the study. The study further car-
ried out the test of model selection using 
Hausman specification test to determine 
between random and fixed effects model. 
The result of the test helped us to reject 
the random effect and accept fixed effect 
estimator as Hausman Chi2 and its Prob > 
chi2 shows 15.79 and 0,0075 respectively.

Table 4: Regression Results

SP COEFFICIENT Z-VALUE P-VALUE

CONST 0.0749 0.04 0.969

DY 0.6768 2.66 0.045

EY -0.7962 -4.87 0.005

DPO -0.0372 -2.41 0.061

SIZE 0.2442  0.80  0.460

LEV -0.4273  -1.88 0.118

R-Square: Within = 0.4965
Between = 0.0028
Overall = 0.0122
Adjusted R-Squared = 0.2038

SP = 0.0749336 + 0.6768173DY - 0.7962759EY - 0.0372648DPO +
         0.2442731SIZE - 0.4273697LEV + e  

Source: STATA 13 Output Results

Table 4 contains the result of the fixed 
effect model. A close examination of the 
table shows that the coefficient of the in-
tercept (CONST) is 0.0749336, which is 
positive insignificant. This implies that 
all other factor remains constant, the effect 
of dividend policy on share prices have a 
positive insignificant effect. The implica-
tion of this result is that other variables in 
the model are relevant to have exhibited a 
meaningful effect on share price. DY has 
a coefficient of 0.6768173 at the z-value 
of 2.66 and p-value of 0.045. This indi-
cates that DY is the positive significant 
effect on SP. This means that an increase 

in DY will result in an increase in SP of 
the listed conglomerate firms in Nige-
ria. Furthermore, EY has a coefficient of 
-0.7962759, a z-value of -4.87 and p-val-
ue of 0.005. This implies that EY is the 
negative and significant effect on SP. This 
implies that an increase in EY will cause 
a decrease in SP of the listed conglomer-
ate firms in Nigeria. DPO has a coefficient 
of -0.0372648 at the z-value of -2.41 and 
p-value of 0.061. This means that DPO is 
negatively and statistically insignificant. 
This means that an increase in DPO will 
result in a decrease in SP. Also, SIZE is in-
significantly and positively affect SP with 



52

African Journal of Management Research (AJMR)

Abu & AdebayoEffect Of Dividend Policy on Share Price Of Listed 

a coefficient value of 0.2442731, z-value 
of 0.80 and p-value of 0.460. This implies 
that increasing the SIZE of the listed con-
glomerate firms in Nigeria will lead to an 
increase in SP of firm SIZE, while other 
variables are held constant. 

Table 4 also presents the overall result for 
fitted values of SP. It shows that 20.38% 
of variations in SP as explained by divi-
dend policy, while 79.62% is explained by 
other factors. This is explained by the Ad-
justed R2 of 0.2038.

The first hypothesis stated that dividend 
yield had no significant effect on stock 
prices of listed conglomerate firms in Ni-
geria. Based on the result of the regression 
as shown in table 4  above, the dividend 
yield has a significant effect on the share 
price of the listed conglomerate firms in 
Nigeria during the study period. This pro-
vides us with evidence of rejecting the null 
hypothesis and accepting the alternative 
hypothesis that dividend yield has a sig-
nificant effect on stock prices of the sam-
pled conglomerate firms in Nigeria. This 
finding is consistent with the findings of  
Nishat and Irfan (2001); Habib, Kiani, 
and Khan (2012) who found that dividend 
yield is significantly positively related to 
the share price. However, this finding con-
tradicts that of Baskin (1989), who found 
a negative effect of dividend yield on the 
share price. 

The second hypothesis stated that earnings 
yield had no significant effect on stock 
prices of listed conglomerate firms in 
Nigeria. The regression result as presented 
in table 4 shows that the coefficient of 
earnings yield of -0.7962759 with z-value 
of -4.87 and p-value of 0.005. This 
shows that earning yield has a significant 
effect on the share price of the listed 

conglomerate firms in Nigeria during 
the study period. This provides us with 
evidence of rejecting the null hypothesis 
and accepting the alternative hypothesis 
that EY has a significant effect on the 
SP of the listed conglomerate firms in 
Nigeria. This finding is compatible with 
Khan (2012) who found a significant 
negative relationship between earnings 
yield and share price but contrary to that 
of Bougatef (2011) whose findings showed 
the insignificant relationship between 
earnings yield and share price.

The third hypothesis stated that the 
dividend payout ratio had no significant 
effect on stock prices of listed conglomerate 
firms in Nigeria. Based on the result of 
the regression as shown in table 4  above, 
dividend payout has a coefficient value 
of -0.0372648 and z-value of -2.41, 
which is statistically insignificant at 
a p-value of 0.061. This implies that 
DPO has no significant effect on SP of 
listed conglomerate firms in Nigeria 
during the study period. This provides 
us with evidence of accepting the null 
hypothesis and rejecting the alternative 
hypothesis that dividend payout ratio 
has no significant effect on stock prices 
of sampled listed conglomerate firms in 
Nigeria. This finding is consistent with 
Rashid & Rahman (2008) who also found 
a negative relationship between dividend 
payout and share price but in contrast 
with that of Profilet and Bacon (2013) 
who found a positive relationship between 
dividend payout and stock price.

CONCLUSION AND 
RECOMMENDATIONS
In line with the above findings, the study 
concludes as follows: 
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i. The dividend yield of listed con-
glomerate firms in Nigeria measured 
by market price per share is positive-
ly and significantly related with share 
price. This means that the higher the 
dividend yield, the higher the share 
price of the firms. This is because divi-
dend yield measures the quantum of 
earnings by way of total dividends that 
investors make by investing in that 
company. Therefore, decreasing divi-
dend yield by the management of the 
company will discourage investors from 
investing more in such company as in-
vestors view companies that pay a sub-
stantial dividend yield for an extended 
period of time as safer investments.

ii. The earning yield has a negative and 
significant relationship with a share 
price of listed conglomerate firms in 
Nigeria during the study period. This 
implies that the higher the earnings 
yield, the lower the share price. The 
earnings yield is measured via earnings 
per share divided by the market price 
per share. This is because earning yield 
is one of the most popular valuation 
measures used by investors and analysts 
to understand the return of a stock which 
company offers to them (investors). 
Therefore, decreases in earning yield 
will cause an increase in the market 
prices of the firm and vice versa. It is 
also an indication that the more valuable 
an investment is, the lower the earnings 
yield may be.

iii. The dividend payout has an insignifi-
cant negative relationship on the share 
price of listed conglomerate firms in 
Nigeria during the study. The divi-
dend payout was measured as dividend 
per share divided by earnings per share. 

Based on the findings, the study con-
cludes that whether the firm’s dividend 
payout increases or not, it has nothing 
to do with the share price of the firm.

In view of the above findings and conclu-
sion, the following recommendations are 
put forward for listed conglomerate firms 
in Nigeria:

i. The dividend yield is an evidence of 
the stability of a company and most of-
ten supports a firm’s share price. This 
implies that only profitable compa-
nies pay out dividends. Therefore, the 
board of directors or management of 
conglomerate firms in Nigeria should 
adopt a policy of consistent dividend 
payment. This will encourage investors 
as most investors like the steady income 
associated with dividends and as such, 
they will be more likely to buy com-
pany’s stock as dividend payment is an 
evidence of company’s financial strength 
and a sign that management has posi-
tive expectations for future earnings 
which makes the stock more attractive. 
In addition, investors see a firm that 
pays a high dividend as a sign of finan-
cial health or well-being which attract-
ed them (investors) to invest in such 
firm as it will yield increase in the value 
of the firm. 

ii. Dividend decision is the policy formu-
lated by the company’s management 
regarding earnings distribution as 
dividends among shareholders. Div-
idend decision determines the divi-
sion of earnings between payments to 
stockholders and retained earnings. 
The Company and Allied Matters Act 
(CAMA) of 1990 as amended and the 
law of corporation mandated the board 
of directors as the corporate body that 
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determines whether dividends are paid 
to shareholders or not (Kennon, 2017). 
Therefore, in taking a decision as re-
gards payment of dividend or not, the 
board of directors or management of the 
company should adhere to the interest 
of shareholders in choosing dividend 

policies because they (shareholder) are 
the receiving end. This is because if the 
company grows financially, the benefits 
go to the shareholders. Similarly, if the 
company is closed due to bankruptcy, 
the shareholders are also the losers. 

REFERENCES
Abraham, R, Harris, J & Auerbach, J (2017). Earn-

ings yield as a predictor of return on assets, return 
on equity, economic value added and the equity 
multiplier. Modern Economy, 8, 10-24

Allen, F & Rachim. R. (1996). Dividend Policy and 
Stock Price volatility: Australian evidence. Ap-
plied Financial Economics, 6 (2), 175-188.

Al-Malkawi, H. (2007). Determinants of corporate 
dividend policy in Jordan: An application of the 
Tobit Model, Journal of Economic and Administra-
tive Science, 23(2), 44-70.

Al- Najjar, B. (2009). Dividend behavior and 
smoothing new evidence from Jordanian panel 
data. Studies in Economics and Finance, 26 (3),45-62

Asamoah G.N.(2010). Proceedings. EABR & ETLC
Azhagaiah, R & Priya, N. S(2008). Effect of dividend 

policy on shareholders’ wealth. International Re-
search Journal of Finance and Economics, 20, 189-187

Baker, H. K & Powell, G. E (1999). How corporate 
managers view dividend policy? Quarterly Journal 
of Business and Economics, 38 (2),15-32

Baskin, J (1989). Dividend policy and the volatility 
of the common stock, Journal of Portfolio 

  Management, 15 (3),28-43
Basu, S (1983). The relationship between earnings’ 

yield, market value and return for NYSE common 
stocks. Journal of Financial Economics, 12: 129-156 

Bhattacharya, S (1979). Imperfect information, div-
idend policy, and the “bird-in-hand” fallacy, Bell 
Journal of Economics 10, 259-270

Black, F. (1976). The dividend puzzle, Journal of 
Portfolio Management (winter), 5-8.

Black, F & Scholes, M .S (1974). The effects of dividend 
yield and dividend policy on common stock  prices 
and  returns, Journal of Financial Economics, 1, 1-22 

Bougatef, F (2011). How do dividend payments af-
fect stock prices?: The Case of Tunisian firms.   
The Journal of Commerce, 3(2), 21-25

Brigham, E.F. (1995), Fundamentals of Financial Man-
agement, New York; McGraw Hill in   Compsey

Dawar, V. (2012). Role of Fundamental variables in 
explaining stock prices: Indian FMCG Sector  Ev-
idence. Researchers World: Journal of Arts, Science 
& Commerce, 4(1), 56-62. 

De Angelo, H., De Angelo, L & Skinner D.J (1996).
The reversal of fortune, dividend signaling, and 
disappearance of sustained earnings growth. Jour-
nal of Financial Economics, 40, 341-371.

Fama, E. F & French, K. R (2001). Disappearing divi-
dends: Changing firm characteristics or lower propen-
sity to pay? Journal of Financial Economics, 60, 3-43. 

Feldstein, M. & Green, J. (1983, March). Why do 
companies pay dividends? American Economic Re-
view, 73, 17-30. 

Gordon, M. J (1963). Optimal investment and financ-
ing policy. The Journal of  Finance, 18(2), 264 – 272

Habib, Y., Kiani, Z.I., & Khan M.A. (2012). Divi-
dend policy and share price volatility: Evidence  
from Pakistan. Global Journal of Management and 
Business Research, 12 (5),75-105

Joshi, R (2011). Effects of Dividends on Stock Prices 
in Nepal. Available through joshirabin2003@ya-
hoo.com 1-15

Kartal, D (2015). Determinants of target dividend 
payout ratio: A panel autoregressive distributed 
lag analysis. International Journal of Economics and 
Financial Issues, 5 (2),  418-426

Kennon, J (2017). Determining a company’s divi-
dend payout policy. International Journal of  Econom-
ics, Finance and Management Sciences, 2 (3), 225-242



55

African Journal of Management Research (AJMR)

Abu & AdebayoEffect Of Dividend Policy on Share Price Of Listed 

Khan, K.I (2012).Effect of Dividend on Stock Price: 
A Case of Chemical and Pharmaceutical Industry 
of Pakistan. Management, 2 (5), 141-148

Lintner, J. (1956), Distribution of incomes of corpo-
rations among dividends, retained earnings and 
taxes. American Economic Review, 46(2), 97-113.

Lintner, J. (1962), Dividends, earnings, leverage, stock 
prices and supply of capital to  corporations. Review 
of Economics and Statistics, 64(3), 243-269.

Litzenberger, R. H & Ramaswamy (1979). The effect 
of personal taxes and dividends on capital asset 
prices: Theory and empirical evidence. Journal of 
Financial Economics, 7(2), 163-195.

Mahira, R (2012). Factors affecting dividend payout: 
Evidence from listed non-financial firms of Kara-
chi Stock Exchange. Business Management Dynamics, 
1 (11), 76-92

Maude, A, Ojo, J.I & Okpanachi, J (2015). Divi-
dend payout pattern: Nigeria deposit money 
banks in perspective. European Journal of Account-
ing, Auditing, and Finance Research, 3(10), 48-66

Modigliani, F & Miller, M. (1961). Dividend poli-
cy, growth and the valuation of shares,  Journal of 
Business 34, 411-433. 

Murekefu, M. T., & Ouma, P. O. (2012). The rela-
tionship between dividend payout and firm  perfor-
mance. European Scientific Journal, 8 (9), 199-215.

Nishat, M & Irfan, C.M (2001). Dividend policy and stock 
price volatility in Pakistan. Retrieved from http://www.
pide.org.pk

Paulo, M & Pedro, S.C (2015). Dividend yield, div-
idend growth and return predictability in the 
cross-section of stocks. Journal of Financial and 
Quantitative Analysis, 50 (1-2), 33-60

Profile, K. A & Bacon, F. W(2013). Dividend policy 
and stock price volatility in the US equity capital 
market. ASBBS Proceedings, 20(1), 219-248

Rashid, A., & Rahman, A.Z.M.A. (2008). Dividend 
policy and stock price volatility: Evidence from 
Bangladesh. Journal of Applied Business and Eco-
nomics, 3(5), 215-232

Robert, K.W (2015). Determinants of dividend 
payout ratios in Kenya. Research Journal of Finance 
and Accounting, 6(1), 48-52

Saghir, A & Hasan, M (2015). Critical analysis of the 
factors affecting the dividend payout: Evidence 
from Pakistan. International Journal of Economics, Fi-
nance and Management Sciences, 3(3), 204-212.

Seitz, N.E (1990). Capital budgeting and long-term fi-
nancing decisions. Hinsdale: Dryden Press. 

Suleman, M., Asghar, M., Ali Shah, S & Hamid, K. 
(2011). Impact of dividend policy on stock price risk: 
Empirical Evidence from Equity Market of Pakistan, 
Middle-East Journal of Scientific Research, 13, 426-431.

Uwuigbe, Jafaru, J & Ajayi, A (2012). Dividend 
policy and firm performance: A study of listed 
firms in Nigeria. Accounting and Management In-
formation Systems, 11(3), 442-454. 

Walter, J. E. (1963). Dividend Policy; It influence 
on the Value of the enterprise. Journal of Finance, 
1, 280-291.



56

African Journal of Management Research (AJMR)

Bekalu et al.Determinants of Financial Performance

Determinants of Financial Performance 
of Microfinance Institutions in Ethiopia

Endalachew Bekalu
Department of Accounting and 
Finance, Mekdela Amba University, 
Ethiopia

Kenenisa  Lemie
Department of Accounting and 
Finance, Jimma University, Ethiopia

Endalew  Gutu
Department of Accounting and 
Finance, Jimma University, Ethiopia

Correspondence: 
endalachewbekalu@gmail.com

       Abstract
Poverty is the major challenges faced by developing 
countries in pursuit of their social and economic 
development. Microfinances are established to 
provide opportunity mainly to rural poor to become 
financially self-sufficient and come out of poverty. 
Due to the very high contribution of MFIs in poverty 
reduction and economic development in developing 
countries like Ethiopia exploring factors determining 
the financial performance of these institutions is 
doubtless. The objective of this study is to identify 
the effect of firm specific, industry specific and 
macroeconomic factors determining the financial 
performance of selected microfinance institutions in 
Ethiopia. In order to achieve the stated objective, 
quantitative approaches and explanatory research 
design were employed.  The study used financial 
ratios of eleven (11) purposively selected MFIs 
for a period of 12 years from 2003 to 2014 with 
a total of 132 observations. Return on asset and 
return on equity were used as measure of financial 
performance. Portfolio at risk, firm size, operating 
cost, portfolio to asset, capital adequacy, market 
concentration, gross domestic product and annual 
inflation rate were used as independent variables. 
Descriptive and random effects regression analysis 
was used to analyze the data. The result revealed 
that Loan portfolio, Portfolio at Risk, operating 
cost ratio, market concentration, GDP are the 
major determinants of financial performance. 
MFIs in Ethiopia are recommended to revise 
their credit procedures and policies to increase 
their repayment rates and the government has to 
intervene and support their operation so as to make 
them financially viable and strong to reduce poverty.

Keywords: Ethiopia, Determinants, Financial 
Performance, Microfinance Institution
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INTRODUCTION
Micro financing institutions play significant 
role in the development of nations in general 
and developing countries like Ethiopia 
in particular, where women and other 
rural poor are excluded from the financial 
sector. One of the major challenges faced 
by developing countries in pursuit of 
their social and economic development 
is poverty. The macroeconomic growth 
of countries may not trickle down to the 
poor and hence, millions are suffering 
from such poverty especially in developing 
countries. Therefore, according to Yunus 
& Abed (2004) microfinance is provided to 
low-income people or unemployed people 
having no access to traditional financial 
institutions and it has proved itself as 
one of the most effective tool for poverty 
alleviation in many developing countries 
especially in Africa and Asia. 

In Ethiopia, financial institutions like bank 
operate mainly in the urban areas and thus 
the rural poor were excluded from the 
financial service for a number of years. 
Hence, micro-credit started as a govern-
ment and non-government organizations 
motivated plan. According to Alemayehu 
(2008), though in a very limited and not 
sustained manner, many GNOs started to 
offer micro credit along with other relief 
activities following the 1984/85 severe 
drought and famine. Cognizant to this 
fact, Rosenberg (2009) also stated that 
the poor are generally excluded from the 
financial services and hence, microfinance 
institutions have emerged to bridge the 
gap. 

The primary objective of microfinance is to 
provide an opportunity to financially de-
prived people to become financially self-suf-
ficient and come out of poverty. Providing 

financial service to the excluded segment 
of the population is an important develop-
ment tool. It helps in creating employment 
and increases the income and consumption 
of this segment and would, in the final 
analysis, reduce poverty and contribute to 
the implementation of the country’s trans-
formation and development plan (GTP).

Literature indicated that microfinance in-
dustries plan significant role in improving 
the livelihood of women and other rural 
poor in such industries. For instance, Mori 
& Randoy (2011) witnessed that microfi-
nance industry is a unique field in different 
aspects such as its newness, its diverse or-
ganizational structure and its social mission 
in which it largely focuses on the women 
and the poor. Fersi & Boujelbene (2016) 
also acknowledged microfinance mecha-
nisms which provide access to financial ser-
vice to poor people who are excluded from 
formal financial system. Microcredit, micro 
insurance or remittance, are the main finan-
cial service provided by microfinance insti-
tutions. 

Regardless of such enormous contribution 
to filling the gaps that banks and other 
financial institutions couldn’t bridge, 
microfinance institutions are bottlenecked 
by various factors. Absence of flexible loan, 
micro insurance and leasing products, as 
well as convenient money transfer, saving, 
and other financial instruments, is a major 
constraint limiting the accumulation of 
assets by the poor and the development 
of indigenous enterprises (AEMFI, 2015). 
Literatures provide inconclusive finding 
as far as the determinants of financial 
performance of the microfinance instructions 
is concerned.  This study therefore, aimed 
at analyzing the determinants of financial 
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performance of microfinance institutions in 
Ethiopia.

Statement of the problem 
Microfinance institutions are engines 
of economic development of nations in 
general and of developing countries in 
particular. Rural poor especially women 
are excluded from the financial system 
of developing counties where banks are 
concentrated in the urban centers. Hence, 
microfinance institutions play significant 
role in including rural poor in their group 
based loan for those who are in short of 
fixed assets used as collateral in bank loan.

According to Assefa, Hermes & Meesters 
(2010), microfinance industry has been 
growing at a significant rate in several 
countries and become an important sub-
sector of the formal financial markets. 
Nanayakkara and Iselin (2012) recommend 
that for Africa to move forward with economic 
development and alleviate poverty, it has to 
integrate and transform the microfinance 
institutions. 

Poverty alleviation is at the heart of 
microfinance institutions regardless of 
where they are. The objective of almost 
all of the microfinance institutions in 
Ethiopia also geared towards poverty 
alleviation. Financial wellbeing is the 
basic enabler of poverty reduction goal 
of financial institutions in general and 
microfinance institutions in particular. 
Cognizant to this fact Alemayehu (2008) 
posited that to achieve their objective 
of poverty alleviation, micro finance 
institutions should be financially viable and 
sustainable.

There are various measures used by authors 
to measure the financial wellbeing of 

microfinance institutions. The accounting 
and market based measurements are 
the most commonly used proxies used 
to measure the financial viability of 
financial institutions and particularly 
the microfinance institutions. According 
to Odunga (2006) accounting based 
measures that involve analysis and 
interpretation of financial statements 
assist users in predicting the future by 
means of comparison, evaluation and 
trend analysis. Since financial performance 
is deemed to be more important than 
fulfillment of social objectives, it is only 
right that accounting based measures shall 
be used to measure and compare financial 
performance of MFIs.

Literature indicated inconclusive results 
as far as the determinants of the financial 
performance of microfinance institutions 
are concerned. For instance, Rai and Rai 
(2012) studied about the factor affecting 
financial sustainability of microfinance 
institution and found that capital adequacy, 
the ratio of operating expenses to loan 
portfolio and portfolio at risk are the main 
factors that affect the performance and 
sustainability of microfinance institutions. 
On the other hand, a study by Jorgensen 
(2011) found that operating expense over 
loan portfolio had a positive influence 
but the number of active borrowers had a 
negative influence. Due to the very high 
contribution of MFIs in poverty reduction 
and economic development in developing 
countries like Ethiopia exploring factors 
determining the financial performance 
of these institutions is doubtless and 
this inspire the researcher to put his 
contribution on this arena. Accordingly 
Kinde (2012) found that breadth of 
outreach has a positive impact on financial 
sustainability. The study conducted by 
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Abebaw (2014) reveals that, operational 
efficiency, GDP and size affect financial 
performance of microfinance Institutions. 
However his study was designed to focus 
on limited determinant variables and used 
only return on asset to measure financial 
performance.

 Studies on microfinance institutions glob-
ally and locally focus more on outreach, fi-
nancial and operational sustainability and 
limited up-to-date. Given the passage of 
time and limitations of case studies as far 
as generalization of results to the popu-
lation is concerned, there is need for the 
present study to be conducted. In Ethiopia 
as far as the knowledge of the researchers is 
concerned, despite the increasing reliance 
on micro finance to reduce poverty, there 
has been little work under taken on deter-
minants of financial performance of micro 
finance institutions in Ethiopia. 

Hence, the current study which, uses key 
determinant variables which were not 
included in some of the previously men-
tioned researches such as portfolio to asset 
and inflation as independent variables. In 
addition, this study has used both return 
on asset and return on equity as dependent 
variable to measure financial performance. 
Therefore, this study tried to fill the stated 
research gaps in our country’s context and 
also add body of literature to the existing 
stock of knowledge on determinants of fi-
nancial performance of microfinance insti-
tutions in Ethiopia.

Objective of the study  

General Objective
The general objective of the study is to 
examine the determinants of financial per-

formance of microfinance institutions in 
Ethiopia.

Specific Objectives
1. To examine the effect of firm specific 

determinants of the financial perfor-
mance of MFIs in Ethiopia. 

2. To analyze the effect of industry specific 
determinants of financial performance 
of MFIs in Ethiopia.

3. To evaluate the effect of macroeconomic 
factors on the financial performance of 
MFIs in Ethiopia?

LITERATURE REVIEW
Assefa, Hermes and Meesters (2010) inves-
tigated the relationship between competi-
tion and the performance of microfinance 
institutions (MFIs). The findings revealed 
that competition among MFIs was nega-
tively associated with various measures of 
performance. A study by Jorgensen (2011) 
examined the factors that determine prof-
itability of microfinance institutions using 
a sample of 879 MFIs. The study indicat-
ed that capital asset ratio, age (new) and 
the gross loan portfolio are the factors that 
statistically influenced profitability. The 
study also found that operating expense 
over loan portfolio has positive influence 
but the number of active borrowers has 
negative influence. Njogu (2011) inves-
tigated the factors that determine finan-
cial performance of the 41 MFIs that are 
registered and regulated by the AMFI in 
Kenya. The study revealed that inflation 
rates, corporate governance practices,  dis-
tribution networks, sustainability, out-
reach, growth of informal sector, leverage 
levels of the institution, donor subsidies, 
access to capital, capitalization require-
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ments, management information systems, 
external Intervention, Product diversity, 
real Interest rates, levels of citizen income, 
donor support, education levels of citi-
zen, liquidity of the institution, commu-
nication costs, transition to service based 
economy, operational costs, existence of 
micro - finance market, risk management 
practices, information costs, transaction 
costs, education levels of staff and human 
expertise are the major determinants. Du-
wal (2012) conducted a research on MFI 
of Nepal and concluded that Portfolio at 
Risk, Operating Expense ratio and Gross 
Loan portfolio to total asset are significant 
factors that determine financial sustaina-
bility of MFI. Furthermore, study by Te-
hulu (2013) shows that the while size has 
significant positive impact; portfolio risk 
and management inefficiency has nega-
tive effect on sustainability of MFI. Sima 
(2013) on his study examined internal and 
external factors affecting profitability of 
microfinance institutions in Ethiopia by 
including a total of thirteen microfinance 
institutions covering the period of 2003-
2010. The researcher uses quantitative 
research mainly documentary analysis. 
The outcome of the study indicates that 
age of microfinance institutions has a pos-
itive and statistically significant effect on 
their profitability. However, Operational 
efficiency and lack portfolio quality have a 
negative and statistically significant effect. 
However, capital adequacy, size and GDP 
are found to be statistically insignificant 
effect. The study conducted by Abdurah-
man and Mazlan (2014) showed that size 
has significant impact on performance of 
MFI whereas; operating expense ratio and 
breadth of outreach have negative impact 
on sustainability of MFI. Abebaw (2014) 
conducted a research on determinants of 
financial performance of MFIs in Ethiopia 

and found that operational efficiency, GDP 
and size of MFIs affect MFIs financial per-
formance significantly. The study further 
shows that age of microfinance institutions 
has a positive but statistically insignificant 
effect on their financial performance. The 
other explanatory variables which is Port-
folio at risk>30, gearing ratio, capital to 
asset ratio and market concentration affect 
negatively and are not significant. A study 
conducted on determinants of financial 
performance of microfinance institutions 
in Kenya by Kipkoech & Muturi (2014) 
using both quantitative and qualitative 
approaches using sample of 52 respond-
ents from selected microfinance institu-
tions in Nakuru town found that number 
of borrowers, capital adequacy and branch 
network have significant on performance 
of microfinance institution.  Ngumo & 
Collins (2017) examine the determinants 
of financial performance of Microfinance 
banks in Kenya. The study adopted a de-
scriptive research design and used second-
ary data from 7 Microfinance banks for a 
period of 5 years from 2011 to 2015. The 
study found positive and statistically sig-
nificant relationship between operational 
efficiency, capital adequacy, firm size and 
financial performance of microfinances. 
However, the study found an insignificant 
negative relationship between liquidity 
risk, credit risk and financial performance. 

RESEARCH DESIGN AND 
METHODOLOGY
The research was mainly based on secondary 
data collected from the microfinance 
institutions. Explanatory research design 
was employed because of researches of such 
types involve examining cause and effect 
relationships among variables. To examine 
this nature of relationship quantitative 
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panel data of 11 MFIs for 12 years, 
from 2003 to 2014 was used. Purposive 
sampling technique was used to selected 
sample MFIs based on the availability 
of balanced panel data for the period. 
Descriptive and random effect regression 
analysis of panel data were employed to 
analyze the collected data using STATA 
version 13 software. Descriptive analysis 
was used to describe patterns of behavior 
or relevant aspects of the data values and 
detailed information about the variables 
selected. Whereas; the random effect 
regression analysis indicated the major 

determinants of financial performance 
of microfinance institutions in Ethiopia. 
All the classical linear regression model 
assumptions were tested and the result 
indicated that the data are healthy and 
ready for further analysis. In addition both 
Hausman specification test and Breusch 
and Pagan Lagrangian multiplier test for 
random effects indicated that, random 
effect model is the appropriate model 
to analyze the determinants of financial 
performance of microfinance institutions 
in Ethiopia.

Model specification 

cause and effect relationships among variables. To examine this nature of relationship quantitative 
panel data of 11 MFIs for 12 years, from 2003 to 2014 was used. Purposive sampling technique 
was used to selected sample MFIs based on the availability of balanced panel data for the period. 
Descriptive and random effect regression analysis of panel data were employed to analyze the 
collected data using STATA version 13 software. Descriptive analysis was used to describe 
patterns of behavior or relevant aspects of the data values and detailed information about the 
variables selected. Whereas; the random effect regression analysis indicated the major 
determinants of financial performance of microfinance institutions in Ethiopia. All the classical 
linear regression model assumptions were tested and the result indicated that the data are healthy 
and ready for further analysis. In addition both Hausman specification test and Breusch and Pagan 
Lagrangian multiplier test for random effects indicated that, random effect model is the appropriate 
model to analyze the determinants of financial performance of microfinance institutions in 
Ethiopia.  

Model specification 

 

ROAі,t = αі+ β1(PAR)і,t +β2 (FSZ)і,t+β3(OPC)і,t+β4(LPA)і,t+β5(CAR)і,t+ β6(MKC)і,t + β7(GDP)і,t +     
β8(IFN)і,t  +µі,t 

ROEі,t = αі+ β1(PAR)і,t +β2 (FSZ)і,t+β3(OPC)і,t+β4(LPA)і,t+β5(CAR)і,t+ β6(MKC)і,t + β7(GDP)і,t + 
β8(IFN)і,t  +µі,t 

Where,  

ROAі,t  = return on asset for MFI “i” for “t” time period. 

ROEі,t  = return on equity for MFI “i” for “t” time period 

αі   = Constant term 

β1 (PAR)і,t  = Coefficient of Portfolio at Risk for MFI “i” for “t” time period 

β2 (FSZ)і,t  = Coefficient of Size for MFI “i” for “t” time period  

β3 (OPC)і,t  = Coefficient of operating cost for MFI “i” for “t” time period 

β4 (LPA)і,t  = Coefficient of Loan Portfolio to Total assets for MFI “i” for “t” time period 

β5 (CAR)і,t  = Coefficient of capital adequacy Ratio for MFI “i” for “t” time period 

β6 (MKC)і,t = Coefficient of market concentration for MFI “i” for “t” time period 

β7 (GDP)і,t  = Coefficient of gross domestic product for MFI “i” for “t” time period 

β8 (IFN)і,t = Coefficient of inflation for MFI “i” for “t” time period  

µі,t   = random Error Term 
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RESULTS AND DISCUSSIONS

Descriptive Statistics 
The following table summarizes the 
descriptive analysis of the variables of 
financial performance and determining 
variables. 

Table 1: Summary of descriptive statistics

Variable Obs Mean Std. Dev. Min Max

ROA 132 0.016928 0.055383 -0.11 0.23

ROE 132 0.072478 0.193387 -0.508 1.43

PAR 132 0.037861 0.040283 0 0.238

FS 132 8.094149 0.889283 6.394372 9.927381

OPC 132 0.107714 0.074481 0.0188 0.418

LPA 132 0.744833 0.11874 0.23 0.94

CAR 132 0.378644 0.181682 0 0.886

MKC 132 0.249373 0.032815 0.198556 0.292517

GDP 132 10.84333 1.016811 8.7 12.6

IFN 132 15.48333 10.63184 2.8 36.4

Source: SATA output results for sampled MFIs from 2003-2014

Table 1 presents the mean, standard de-
viation, minimum and maximum value of 
each variable for sample of 11MFIs for the 
period of 12 years from year 2003-2014 
with a total of 132 observations. As it is 
presented the mean value of profitability 
measured by ROA was on average 1.69 
percent.  It means that, Ethiopian micro 
finance institutions generate on average 
1.69 percent from their total assets em-
ployed. The standard deviation of return 
on asset (ROA) is 5.53 percent and it 
shows that the value of return on asset can 
vary both sides by 5.53 percent from the 
mean. Its minimum value is -11 percent 
while the maximum is 23 percent. The 
mean value of ROE was 7.24 percent with 
the maximum and minimum value of 143 
and -5.08 percent respectively. This re-
vealed that micro finance institutions in 

Ethiopia were able to generate an average 
positive return of 7.24 percent on their eq-
uity for the last 12 years.

Table1 also shows portfolio at risk has an 
average value of 3.78 percent.  From loan 
portfolio the portion of the portfolio in ar-
rears or unpaid is 3.78 percent averagely 
that is good and the maximum 23.8 per-
cent implies that the credit portfolio of 
some MFIs in the sample is fairly risky.  
Firm size, which is measured by the nat-
ural logarithm of adjusted total asset, is 
8.09 on average and standard deviation is 
0.88. The minimum and maximum values 
of firm size for the sampled MFIs are 6.39 
and 9.92 respectively. Operating expense 
ratio is averaged 10.77 percent for the 
sampled MFIs in Ethiopia. Meaning sam-
pled MFIs incur on average 10.77 cents in 
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operating expense for each birr in the gross 
loan portfolio. 

Operating expense ratio can vary both 
sides by 7.44 percent from the mean 
value and the value for operating expense 
ratio sampled firms ranges between 1.88 
percent and 41.8 percent of minimum and 
maximum values respectively. The mean 
value of portfolio to asset is 74.48percent. 
The standard deviation is 11.87 percent 
and the value portfolio to asset for sampled 
MFIs ranges between 23 percent and 94 
percent of minimum and maximum 
values respectively. The mean value of 
capital adequacy was 37.86 percent with a 
maximum of 88.6 percent and minimum 
of 0 percent for the sampled MFIs. The 

standard deviation statistics for capital 
strength was 18.16 percent which shows 
the existence of variation of equity to 
asset ratio between the sampled MFIs 
in Ethiopia. In addition, the minimum 
and the maximum value of market 
concentration as a proxy of Herfindahl-
Hirschman index shows 19.85 percent and 
29.25 percent respectively and the mean 
value of 24.93 percent. 

Regression Analysis
Random effect regression analysis was used 
to analyze the determinants of financial 
performance of microfinance institutions 
in Ethiopia and the result is indicated in 
the following table. 

Return on Asset Model
Table 2: Random Effects GLS Estimation Result for Model I

xtreg ROA PAR FS OPC LPA CAR MKC GDP IFN, re

Random-effects GLS regression                                                                                   Number of obs   =        132

Group variable: ID                                                                                                       Number of groups   =          11

R-sq:  within  = 0.5934                                                                                                 Obs per group: min   =          12

between = 0.4555                                                                                                                       avg   =       12.0

overall = 0.5624                                                                                                                        max   =          12

 Wald chi2(8)   =   173.78

corr(u_i, X)   = 0 (assumed)                         Prob > chi2   =    0.0000

ROA Coef.  Std. Err. Z P>z      [95% Conf. Interval]

PAR -.2413757 .0952201 -2.53 0.011 -.4280037 -.0547477

FS -.0018259 .0100458 -0.18 0.856 -.0215154 .0178636

OPC -.1467752 .0953306 -1.54 0.124 -.3336198 .0400694

LPA .1435423 .0355818 4.03 0.000 .0738033 .2132813

CAR .0036721 .0247322 0.15 0.882 -.044802 .0521462

MKC -.5379328 .1665865 -3.23 0.001 -.8644363 -.2114292

GDP -.0133225 .0053789 -2.48 0.013 -.023865 -.00278
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IFN -.000354 .0003843 -0.92 0.357 -.0011071 .0003991

_cons .2324363 .1326673 1.75 0.080 -.0275869 .4924595

sigma_u .01888746

(fraction of variance due to u_i)

sigma_e   .03387705

Rho  .23713007  

Source: Random Effect Regression output of collected data

The result of regression shows that the ad-
justed over all is  R^2 of 56.24 percent. 
This implies that 56.24 percent of the var-
iations in ROA are explained by the inde-
pendent variables. In addition, the value of 
wald chi2-test which used to explain the 
overall fitness of the model, as it is indicat-
ed by the F-value of 173.78 which is high-
ly significant at 1percent with p-value of 
0.000. C is the coefficient of the intercept 
of the model and it represents the average 
value of ROA when all explanatory varia-
bles took a value of zero. This indicates the 
model used to measure the determinants 
of financial performance of microfinance 
institutions is fit to achieve the purpose.

Loan repayment which measures portfolio 
quality is an essential ingredient for finan-
cial performance of MFIs. A low repay-
ment rate is expected to reduce the prob-
ability of MFI survival. Loan repayment 
was measured by Portfolio at risk (PAR). 
The random effect regression result indi-
cates that, coefficient of PAR is -0.2414 
with its p-value of 0.011 and had a neg-
ative relation with financial performance 
measured by return on asset. This means 
that, keeping other variables constant a 1 
percent increase in portfolio at risk results 
a decrease in ROA of sampled microfi-
nance institutions by 0.2413 percent and 
statistically significant at 5 percent of sig-
nificant level which shows that the higher 
the PAR value, the lower will be the re-

payment rates and that will affect the fi-
nancial performance of MFI. The finding 
is consistent with the findings of Marcel 
and Nyamsogoro (2010), Muriu (2012), 
Yonas (2012), Tehulu (2013) and Beg 
(2016). The finding also shows that firm 
size negatively affects ROA with coeffi-
cient of -0.00185 but it is not significant. 

Efficiency refers to the cost per unit of out-
put. Common efficiency ratios include op-
erating expenses ratio, salaries and benefits 
to average portfolio outstanding, average 
credit officer salary as a multiple of per 
capita GDP, cost per unit of currency lent, 
and cost per loan made. Here, we use the 
operating expenses ratio (OPC) to measure 
efficiency. The result of the operating ex-
penses ratio is -0.1467 with its p-value of 
0.124 indicating that operating expenses 
ratio has no statistically significant effect 
on performance.  Loan portfolio to Asset is 
an indicator of the financing structure of 
MFI. It shows how MFI has allocated its 
assets to lending activities. The regression 
output for LPA indicates positive coeffi-
cient of 0.1435 with its p-value of 0.000. 
This implies that, keeping other variables 
constant, an increase in LPA by one unit 
cause an increase in ROA nearly by .144 
birr.  This finding is consistent with the 
findings of Jorgensen, (2011) but against 
the finding of (Beg 2016). 

Regression result also indicates that there 
is a positive relationship between capital 
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adequacy ratio and financial performance 
of MFIs with a coefficient of 0.003672 as 
it was hypothesized to have but not signif-
icant even at 10 percent significance lev-
el.  Market concentration index is used to 
measure competition in the microfinance 
industry. Herfindhal-Hirschman index 
(HHI) was used as a measure of competi-
tion. A low concentration index is associ-
ated to high competition and vice versa. 
The regression output indicated that mar-
ket concentration is found to have negative 
coefficient of -0.5379 and is significant at 
1 percent significance level. The result 
suggests that the more concentrated (less 
competition) the microfinance market the 
higher the financial performance of MFIs 
in Ethiopia. 

A stable macroeconomic environment is 
necessary for the viability of MFIs. The 
result revealed coefficients of -0.0133 for 
GDP and -0.000354 for inflation reveal-
ing the fact that there is no statistically 
significant relationship between inflation 
and GDP growth and financial perfor-
mance of Ethiopian MFIs. This could be 
because of the establishment mission of 
microfinance institutions which forces 
them to focus on poverty reduction than 
maximizing their profit. 

Return on Equity Model 
The following table indicates the regres-
sion output for the determinants of finan-
cial performance using return on equity as 
a dependent variable. 

Table 3: Random Effects GLS Estimation Result for Model II

xtreg ROE PAR FS OPC LPA CAR MKC GDP IFN, re vce(robust)

Random-effects GLS regression Number of obs  =      132

Group variable: ID                                                                                                              Number of groups  =        11

R-sq:  within  = 0.4657      Obs per group: min =        12

between = 0.0127                                                                                                                   avg  =     12.0

overall = 0.3647                                                                                                                        Wald chi2(8)  = 581.91

corr(u_i, X)    = 0 (assumed)                                                                                                Prob > chi2  = 0.0000

(Std. Err. adjusted for 11 clusters in ID)

ROE Coef. Std. Err. Z P>z  [95% Conf. Interval]

PAR -1.053177 .306804 -3.43 0.001 -1.654502 -.4518526

FS -.0721482 .0703402 -1.03 0.305 -.2100123 .065716

OPC -1.121324 .4920892 -2.28 0.023 -2.085801 -.1568467

LPA -.003952 .4120797 -0.01 0.992 -.8116134 .8037094

CAR .001493 .1107942 0.01 0.989 -.2156597 .2186457

MKC -2.584895 1.112621 -2.32 0.020 -4.765592 -.4041978

GDP -.0444225 .0143586 -3.09 0.002 -.0725647 -.0162802

IFN -.0010542 .0010153 -1.04 0.299 -.0030442 .0009357

_cons 1.962104 1.28518 1.53 0.127 -.5568028 4.481011
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sigma_u .05095413

(fraction of variance due to u_i)

sigma_e   .13724628

Rho .12113748   

Source: Random Effect Regression output of collected data

From the regression output it is indicated 
that portfolio at risk, firm size, operating 
cost, portfolio to asset; capital adequa-
cy, market concentration, gross domestic 
product and annual inflation rate are re-
gressed against ROE. The Adjusted R2   
overall in this model specification is 36.47 
percent indicating that, holding other ex-
planatory variables constant, the explan-
atory variables in the regression explains 
36.47 percent of variations in the financial 
performance measured by ROE and F sta-
tistics of 581.91 and P value of (0.0000). 
Thus the independent variables collective-
ly are significant in explaining the finan-
cial performance. 

The regression result shows that portfo-
lio at risk is found to have a negative co-
efficient of -1.053177. This coefficient is 
significant at 1 percent significance level 
suggesting that; portfolio at risk has a 
statistically significant negative influence 
on financial performance of sample MFIs 
measured in terms of ROE.

It is also indicated that size has no statisti-
cally significant effect on the performance 
of microfinance institutions measured by 
return on equity. The result of the random 
effect regression output also shows that 
operating cost ratio have negative effect on 
financial performance of MFIs with coef-
ficient of -1.121324, but it is not signifi-
cant even at 10 percent significance level. 
The result of the regression analysis also 
indicated that capital structure measured 
by loan to total assets and capital adequacy 
have no statistically significant effect on 

performance of MFIs measured by return 
on assets. The regression coefficient of 
market concentration is -2.584895 and p 
value of 0.020 is significant at 5 percent 
significant level. This indicates the fact 
that there is negative relationship between 
competition and financial performance of 
microfinance institutions. 

The regression result also shows nega-
tive and significant relationship between 
GDP and financial performance of MFIs 
measured with ROE with coefficient of 
-0.044225 and p value of 0.002.  Abebaw 
(2014) who found the same result depict-
ed that despite the country’s continuous 
economic growth, MFIs in Ethiopia were 
not profitable because they are established 
for minimizing poverty as the main goal 
or social orientation than profit maximi-
zation. Finally, the result of the random 
effect regression analysis indicated that 
inflation has no statistically significant re-
lationship with performance measured by 
return on equity of the microfinance insti-
tutions in Ethiopia. 

CONCLUSION AND 
RECOMMENDATION
The finding revealed higher portfolio at 
risk decreases financial performance indi-
cating that in order to become good finan-
cial performer, MFIs should increase their 
repayment rates. The finding also shows 
that operational cost inefficiency reduces 
return on assets requiring MFIs to work 
on minimizing their avoidable costs. Sig-
nificant positive relationship between 
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loan portfolio to asset and financial per-
formance of MFI in Ethiopia implies that 
as if MFIs allocate a high amount of their 
assets to lending activities, they could in-
crease their likelihood of attaining finan-
cial performance.  The negative regression 
coefficient of market concentration in the 
model shows the reverse impact of compe-
tition on financial performance. Portfolio 
at risk, market concentration and GDP 

has significant negative effect on financial 
performance of Ethiopian MFIs while the 
remaining variables have insignificant ef-
fect on their performance. MFIs in Ethio-
pia are recommended to revise their credit 
procedures and policies to increase their 
repayment rates and the government has 
to intervene and support their operation 
so as to make them financially viable and 
strong to reduce poverty.
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       Abstract
While both macro and micro benefits of SMEs 
exporting activities are well confirmed in the 
literature, in most countries, exporting SMEs are 
few compared to non-exporters. Unfortunately, few 
studies in the field examine exporters and non-
exporters behaviour together with regard to why non-
exporters remain focused on the domestic market, 
even though, they may be of similar sizes, operate 
in the same geographical market and face the same 
market conditions with the exporters. This paper 
integrates the network theory and resource-based 
view of the firm (RBV) to explore the differences 
in exporters and non-exporters with regard to the 
characteristics of the business owners’ networking. 
The study uses the qualitative multi-case study 
research approach based on 36 exporters and 33 
non-exporters to examine the topic in Ghana, a new 
and very promising geographical context. Using the 
qualitative content analysis as the main analytical 
technique to code the perception of both groups, 
four main differences emerged. The results show 
that the capacity of the exporters with regard to 
owner-manager’s networking size, content, structure 
and interactions are higher than the non-exporters. 
Based on the findings, the implications of the 
study on public policy and practice are suggested.

Keywords: Networking, export, SMEs, Ghana



70

African Journal of Management Research (AJMR)

DamoahBusiness Owner’s Strategic Networking

INTRODUCTION
The significant contribution of the inter-
nationalization of SMEs in the socio-eco-
nomic development of nations continue 
to receive research attention. Among the 
significant contributions of SMEs’ inter-
nationalization include, but not limited 
to: employment generation (Paul et al., 
2017), economic development, employ-
ment and poverty mitigation (World 
Bank Group, 2015; Ribau, 2018), strat-
egy for firm expansion and growth (Shi et 
al., 2018), enhanced economic prosperi-
ty of nations (Sousa et al., 2008; OECD, 
2009; Abor & Quartey, 2010) and a pro-
peller of firm growth and diversification of 
firms’ operational risk (Kohr et al., 2018). 
A number of factors account for why most 
SMEs are found in international markets. 
Researchers (e.g. Ongori & Migiro, 2010; 
Chelliah et al., 2010) argue that the ad-
vancement in international communica-
tion and transportation technologies are 
among the key factors that drive SMEs’ 
internationalization. IFC (2011) contends 
that the presence of large scale multina-
tional firms (MNCs) in the domestic mar-
kets of most SMEs, compel SMEs to look 
beyond their local markets. For instance, 
Etemad (2004) argued that SMEs that re-
fuse to look beyond the domestic market 
risk collapsing following the intensity of 
the on-going global competition. 

SME exporters from Ghana are part of the 
global exporters, although it is established 
that SMEs’ export business participation 
from Ghana is comparatively low (Wolf, 
2007; Robson & Freel, 2008). Neverthe-
less in Ghana, SMEs’ export activities form 
one of the significant economic drivers be-
cause the Ghanaian local market is argued 
to be too small to propel the growth of its 
firms. Consequently internationalization 

is recommended as a necessity for the de-
velopment of Ghanaian economy and the 
Ghanaian firms (Wolf, 2007). In addi-
tion, about 92% of Ghanaian businesses 
are SMEs and contribute about 70% to 
the nation’s GDP (Abor & Quartey, 2010) 
as a result major government policies are 
targeted at promoting SMEs’ activities 
including export business. Furthermore, 
the heightened global competition against 
Ghanaian SMEs’ in the local market, 
makes the SMEs vulnerable if they choose 
to remain resolute in the domestic market 
(Aryeetey & Ahene, 2004; Khanna & Pa-
lepu, 2006). Consequently, the develop-
ment and the promotion of SMEs export is 
embraced as critical to the socio-economic 
prosperity of Ghana.

Although, several strategies for interna-
tional market entry (e.g. contract man-
ufacturing, foreign direct investments) 
exist, it is argued that SMEs in particu-
lar choose export business as the common 
route to the international market. The rea-
son being that export business is known 
to require lower investment cost as com-
pared to other advanced strategies such 
as the foreign direct investment. SMEs 
exporting activities offer both micro and 
macro benefits to nations. From the mi-
cro viewpoint, Van (2005) found out that 
exporting SMEs are more productive than 
non-exporters. Bigsten & Gebreeyesus 
(2008) established that exporting SMEs 
possess more resource capacity than those 
that do not export.

Various theories are offered to explain the 
export behavior of SMEs. Among these 
theories, four stand out, namely, the re-
source-based view of the firm (RBV), the 
stage theory of internationalization, the 
network theory and international entre-
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preneurship (Ruzzier et al., 2006). Out of 
the four theoretical models, the RBV (Mc-
Dougall et al., 1994; Peng 2001; West-
head et al., 2001; Rialp & Rialp, 2005) and 
the stage theory of internationalization are 
the most applied framework to explain 
SME internationalization and/or export-
ing activities (Ruzzier et al., 2006; Ruti-
hinda, 2008). However, in recent times, 
using the network theory to explain SMEs’ 
export activities and/or internationaliza-
tion is attracting the interest of research-
ers (Johanson & Vahlne, 2009; Musteen et 
al., 2010; Guercini & Runfola, 2010; Yu, 
Gilbert, & Oviatt, 2011; Manolova et al., 
2010; Hohenthal et al., 2015; Nyuur et al., 
2018; Tian et al., 2018; Montoro-Sanchez 
et al., 2018;). The reason is partly because 
the network theory complements the 
weaknesses in both the RBV and the stage 
theory in accounting for the international-
ization behaviour of SMEs. 

For instance, according to the stage the-
ory, internationalization requires huge re-
source investment, including experiential 
knowledge. In line with the stage theory, 
such resources must be wholly owned by 
the focal exporting firm. Consequently, 
the stage theory fails to consider the re-
sources that accrue to SMEs following 
from the business owners’ networking 
which influences the time, pace and inten-
sity of the exporting activity other than if 
it were acting alone. Implicitly, the net-
work theory addresses the liability of re-
sources faced by SMEs that desire to enter 
the export market. The network theory 
argues that by networking with associ-
ates, both formal and informal, (business 
and/or social) the resource capacity of the 
SMEs are enhanced to undertake export-
ing activities.  Following these insights 
from the network theory, the small firm 

will not need to wait until it has built 
all the resources by its own effort before 
considering export business as assumed by 
the stage theory. Accordingly, by the busi-
ness owners networking, the time of the 
foreign market entry can be shortened and 
the pace of the process may not be strict-
ly gradual as claimed by the stage theory 
because the firm does not do it alone and/
or grows unaccompanied. From the basic 
assumptions of the network theory, the in-
ternationalization stages predicted by the 
stage theory could be leapfrogged. 

The RBV also fails to account for the sup-
port for internationalization derived from 
the business owners’ networking and as-
cribes the capacity to export as a firm’s 
own resource capacity. While both the 
RBV and the stage theory emphasize the 
magnitude of prior resource stocks before 
exporting, the RBV further stresses on the 
unique attributes of the resources (e.g. val-
ue, rarity, inimitability) in order to achieve 
export market success. In line with SMEs 
internationalization, the RBV assumes 
that the time to enter the export market 
and the pace of the export market develop-
ment are determined solely by the extent 
of a firm’s own resource capacity and how 
valuable, rare and imitable the resources 
are. Likewise the stage theory, the net-
work theory overcomes these weaknesses 
and argues that export success cannot only 
be achieved by having one’s own resourc-
es that are unique and rare, but being in 
a network, a firm’s resource capacity can 
be enhanced. Studies have confirmed the 
predictive power of network theory on the 
internationalization of SMEs. For instance 
in Thailand, Udomkit & Schreier (2017) 
found that personal networking contrib-
utes significantly to the internationaliza-
tion of SMEs. In Australia,   Suseno and 
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Pinning (2017) found that networking 
ties (e.g. weak ties) have a significant im-
pact on the internationalization of Aus-
tralian law firms. Using a sample from 
Spain, Montoro-Sanchez et al. (2018), 
found that the increasing number of direct 
networking contacts positively impacts on 
establishing international relationships. 
In Croatia, Nyuur et al. (2018) found that 
domestic networking informality signifi-
cantly moderates the association between 
the domestic networking of SMEs’ cen-
trality and their international innovation. 
Moreover, using a cross country dataset 
(i.e. Denmark, New Zealand and Sweden), 
Hohenthal et al. (2015), found that expe-
riential networking knowledge impacts 
positively on the value of business relation-
ships in the international markets. Using 
a sample from the Italian wine producers, 
Francioni et al. (2017) found that network 
relationships with family, friends, Italian 
expatriates and business partners influ-
enced significantly on the internationlisa-
tion process of the case firms. Based on a 
Swedish sample, Lindstrand et al. (2017) 
found that social capital positively impacts 
on international opportunity exploration.

Although, studies concerning SMEs’ ex-
port and network theory is relatively new 
(Ruzzier & Antoncic, 2006; Lee et al., 
2010), a number of dimensions are being 
explored. Among the specific themes that 
have received research attention include, 
but are not limited to: kinds of network 
and the degree of SMEs internationaliza-
tion (Ruzzier & Antoncic, 2006); strate-
gies for networking relationships and en-
trepreneurs’ internationalization (Harris 
& Wheeler, 2005); strategies for social 
capital and SMEs’ internationalization 
(Han, 2006); network relationship and 
SMEs’ internationalization (Chetty and 

Wilson, 2003); network dynamics of early 
stage internationalization of international 
new ventures (Coviello, 2006); liability of 
newness, network alliance, resource and 
knowledge base of internationalized firms 
(Loane & Bell, 2006); social networks in 
the rapid internationalization process (Sasi 
& Arenius, 2008); networks, speed and 
performance of internationalized firms 
(Musteen et al., 2010) and effect of alliance 
and the initiation of foreign business (Yu 
et al., 2011). 

Although, the manufacturing SMEs from 
Ghana are part of global exporters, yet up 
to date, no systematic research examines 
the extent to which the Ghanaian evidence 
compares and/or contrast with the extant 
studies. Consequently, extant findings are 
restrictive in geographic scope thereby 
creating a gap in the light of a full under-
standing of the present phenomenon. This 
study builds on an integration of the net-
work theory and the RBV to explore the 
differences in exporters and non-exporters 
regarding the size, structure, interaction 
and the content of the business owners’ 
networking. The paper makes two main 
contributions to the field. First, the study 
seeks to extend the social capital and SMEs 
internationalization research by examin-
ing the resource capacity of exporters and 
non-exporters. Second, by shedding light 
on the topic from a developing country 
viewpoint, the general understanding of 
the topic is enhanced among the research 
community. As Ghana is identified as one 
of the poorest export manufacturing coun-
try from sub-Saharan Africa. Therefore, 
by exploring the networking benefits of 
its exporting SMEs makes it motivating 
to design collaborative public policies to 
encourage and integrate non-exporting 
firms to consider export business. Similar 



73

African Journal of Management Research (AJMR)

DamoahBusiness Owner’s Strategic Networking

developing countries stand to draw inspi-
ration from Ghana’s example based on the 
findings of the study. To address the objec-
tives of the study, the rest of the paper is 
sub-divided as follows. Section 2 looks at 
the theory that informs the study and the 
associated empirical literature. Section 3 
focuses on data, methodology and results. 
Section 4 deals with discussion and con-
clusion of the results. Section 5 presents 
the implications of the paper.

THEORETICAL FOUNDATION & 
EMPIRICAL LITERATURE
This study integrates the network and 
RBV theories to explore the topic. The 
specific constructs used from the two the-
oretical frameworks are discussed under 
each framework.

The Network Theory
The benefit of having a network ties 
among interconnected SMEs’ exporters 
and/or internationalized firms is con-
firmed by scholars in the field (e.g. Oviatt 
& McDougall, 1994; Coviello & Munro, 
1997; Johanson & Vahlne, 2003; Coviello 
& Cox, 2006; Johanson, & Vahlne, 2009; 
Ojala, 2009; Johanson, J., & Vahlne, 
2011). While most studies use the firm as 
the main unit of analysis, other research-
ers focus on the owner-manager (Ruzzier 
& Antoncic, 2007). One motivation of the 
latter line of research is that unlike large 
multinational enterprises (MNCs) whose 
decisions are influenced by different con-
stituencies, SMEs’ decisions are centered 
around the owner-manager. The SMEs’ 
owner-manager is considered as the most 
critical variable in SMEs’ research. The 
present study extends the latter line of re-
search. In line with researchers (e.g. Alla-

li, 2006; Ruzzier et al., 2006; Lamb et al., 
2012) an owner-manager and/or a business 
owner is an entrepreneur who owns and 
manages a small firm simultaneously. 

Business Owner’s networking

Researchers distinguish the owner-man-
ager’s social networking from his or her 
social capital. The reason for this is that 
a person must first belong to a network of 
interconnected associates whether or not it 
is formal (contractual), informal (non-con-
tractual), business (within the value chain 
allies [both top and down-stream, includ-
ing business associations and regulators]) 
and informal (family, friends, colleagues). 
On one hand, the concept of networking 
is described as informal face-to-face inter-
actions or membership of civil associations 
and affiliation (Adler & Kwon, 2002). Ac-
cording to Coviello and Cox (2006) net-
work represents interconnected actors (e.g. 
owner-managers, organisations) that have 
a common interest that tie them together. 
To Lacobucci and Hopkins (1992) network 
is a pattern of relationships that ties actors 
together; to Han (2007) it is a tie and/or 
relationship between two or more individ-
uals and/or organisations for mutual ben-
efits. In all, a dominant theme that runs 
through the foregoing conceptualizations 
is that social and/or business networking 
(Chetty and Holm, 2000) consists of rela-
tionships and/or ties that connect a group 
of actors (e.g., owner-managers) together. 
On the other hand, social capital consists 
of the benefits (e.g. resources, including 
information) which actors in the network-
ing relationships extract to enhance their 
businesses outcomes (Bourdieu, 1986; 
Coviello and Cox, 2006; Han, 2006). Al-
together, these two themes (the intercon-
nections and the benefits of the intercon
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nections) can be seen to be central to the 
business owners’ networking. 

Dimensions of the business 
owner’s network
The network theory is applied in both 
entrepreneurship and SMEs’ internation-
alization research field. In the literature, 
several dimensions of the network theory 
have been explored. In line with Brass et 
al. (2004), whilst earlier research concern-
ing network focused on whether or not a 

firm belongs to a network just one tie or 
a network of actors with common interest 
( a binary variable), recent trends shift the 
focus from network as a discrete variable 
to exploring various dimensions of the 
business owner’s networking. The implic-
it assumption is that different dimensions 
of business networking is associated with 
different business outcomes (e.g. survival, 
profitability, sustainability) (Han, 2006). 
Table 1 summarises the major dimensions 
of the business owner’s networking ex-
plored in the literature.

Table 1: Dimension of business owner’s networking

Dimensions Definition Type of 
dimension

Author (s) - no 

Degree Level of interaction NC
3 dimensions 
(Freeman, 1979)

Closeness Intimacy with ties NC

Betweeness Capacity to bridge connections NC

Cohesion Extent of solidarity NC

4 dimensions 
(Knoke and 
Kuklinski, 1982)

Multiplicity Heterogeneity of one’s networking contacts NC

Centrality Ability to access resources NC

Density Intensity of realized network contacts NC

Intensity Number of network contacts per period NC

5 dimension 
(Chang, 2002)

Non-redundancy The extent of weak relations among contacts NC

Betweeness Distance between a focal firm and contact networks NC

Reciprocity Degree of interdependence among network contacts NC

Multiplicity Heterogeneity of one’s networks NC

Content Type of benefit extracted from network contacts NC
3 dimension 
(Hoang and 
Antoncic, 2003)

Governance Mechanism for coordinating network contacts NC

Structure Directness of relationships and degree of 
formalisation

NC

Structure Nature of actors in the network, e.g. strong or weak NC
3 dimensions (Han, 
2006)Size Number of ties in an actor’s network NC

Content Resources to be extracted from the network SC
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Interaction Frequency of contacts NC
3 dimensions 
(Ruzzier and 
Antoncic, (2007)

Size Number of ties in the network NC

Structure Nature of people in the network – business 
actors versus friends, family and colleagues

NC

Interaction Frequency of contacts NC
3 dimensions 
(Neergaard et al., 
2005)

Content Type of benefit extracted from contact networks SC

Structure Directness of relationships and degree of 
formalization

NC

Source: compiled synthesized from various literature; NC – networking capacity; SC – social capital

The major dimensions of social capital 
explored in the literature according to 
Table 1 can be summarized into two main 
dimensions. The first is the benefits that 
an actor accesses from the networking 
which can be termed as social capital (SC). 
These benefits are referred to as network 
content (Column 1, Table 1) (Neergaard, 
2005). The second is networking capacity 
(NC) which consists of the skills, abilities 
and the competence of an actor in 
managing the networking of relationships. 
Examples of themes which explain the 
elements of the content of networking 
include, but not limited to governance and 
size (see colomn1, Table 1) (Hoang and 
Antoncic, 2003; Ruzzier and Antoncic, 
2007). Between the social capital and the 
networking capacity, Table 1 shows that 
most researchers explore the networking 
capacity (NC) of business owners compared 
to exploring the social capital (SC) of the 
owners. In all, dominant characteristic of 
the studies explored in Table 1 is that with 
exception of Han (2006) as well as Ruzzier 
and Antoncic (2007) whose studies are 
based on SMEs internationalization, the 
other studies are entrepreneurship based. 
So this study builds on Han (2006) and 
Ruzzier and Antoncic (2007) to explore 
the content, size, structure and interaction 
of the business owners’ networking. 

Using the studies from Han (2006) 
and Ruzzier and Antoncic (2007) four 
constructs namely networking interactions, 
networking structure, networking content 
and networking size emerged. These four 
constructs are used as the conceptual and 
the analytical framework for the study. 
These four constructs are explained as 
follows.

Networking Interaction
Following   Neergaard et al. (2005) and 
Ruzzier and Antoncic (2007), this study 
uses interaction as the extent to which a 
business owner keeps in touch with the 
other actors in the networking and ex-
amines the frequency of the contact. This 
theme assumes that the frequent the inter-
action, the more benefits a business owner 
gains from the networking.

Networking Structure
Network structure is applied in this study 
as the formalization of the relationships 
with actors within a business owner’s net-
working ties. This theme examines the 
extent to which the actors in a business 
owner’s network are based on either for-
mal or informal relationships. For exam-
ple, networking ties with business associ-
ation, chamber of commerce, government 
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departments and suppliers are considered 
as formal while ties with family, friends 
and colleagues in this study are considered 
informal (Boojihawon, 2007; Ruzzier and 
Antoncic (2007).

Networking content
In line with Hoang and Antoncic (2003), 
Neergaard et al. (2005) networking con-
tent is operationalized as the benefits a 
business owner gains by being a member 
of a network of actors. Networking con-
tent is key to the business owners’ net-
working ties because it serves as the indi-
cator of attraction to prospective business 
owners. Among the content of networking 
ties include emotional support, compan-
ionship, business information, including 
market information and business advice 
(Neergaard et al., 2005).

Networking size
In this study, networking size is opera-
tionalized as the number of ties in the 
business owner’s network of relationships. 
The number of ties include the amount of 
formal (business association, inter-organi-
sation) and informal ties (family members, 
colleagues) connected to a business owner 
(Hoang and Antoncic, 2003; Covellio and 
Cox, 2006; Ruzzier and Antoncic, 2007). 
Implicitly, the higher the amount of ties, 
the more the positive impact on a busi-
ness outcomes (e.g. survival, profitability, 
growth).

The RBV Theory
Researchers (e.g Lages, Silva, Styles and 
Pereira, 2009; Chrisholm and Nielsen, 
2009; Okpara, 2009; Ellis, 2010; Pol-
lard and Jemicz, 2010) are re-examining 

the basic assumptions of the RBV. This is 
partly because of the counter assumption 
from the network theory that firms do not 
act alone or have to own every resource by 
themselves before they can undertake a 
business activity including exporting ac-
tivity.  Studies (e.g. Ellis, 2010; Pollard 
and Jemicz, 2010) agree that firms are 
embedded in social structure consisting of 
networks, ties, associations and relation-
ships with other actors. To these research-
ers, the associations constitute a capital 
(social capital) which cannot be disassoci-
ated from a firm’s resource bundle. In this 
study, RBV and network theory are inte-
grated to examine the topic. Whilst both 
theories are co-examined, the weak version 
of the RBV is used instead of the pure ver-
sion. Using the weak version of the RBV 
(which does not incorporate the core char-
acteristics [value, rarity, inimitability], a 
firm consists of a stock of tangible and in-
tangible resources, including the person-
ality characteristics of the owner-manager 
which in part determines its export devel-
opment process (Westhead et al., 2001b; 
Hall and Cook, 2009) . 

The link between the RBV, social capi-
tal and exporting activity is that the ca-
pability trait of a business owner to spot 
a potential social capital to facilitate his 
or her exporting activity is a core varia-
ble from the RBV (Ruzzier, et al., 2006). 
Consequently, the RBV cannot be sepa-
rated from any analysis that seeks to shed 
a full understanding of social capital of a 
firm’s owner-manager. Therefore, build-
ing on similar studies in the field (e.g. 
Han, 2006; Coviello and Cox, 2006), this 
study integrates the RBV and the network 
theory to understand the topic. The in-
tegrated framework argues that with re-
gard to the business owner’s networking, 
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it is the capability (RBV) of the business 
owner which enhances his or her chance 
to spot outside resources (social capital) to 
facilitate the time, pace and the intensity 
of an export business. Likewise, the four 
constructs identified from the network 
theory, the main construct taken from the 
RBV to inform this study is the business 
owner’s capability as shown in Figure 1. 
Figure 1, combines the constructs from 
the RBV and the network theories to in-

form the study. The meaning of Figure 1 
is that the capability of the business owner 
which is derived from the RBV’s theory, 
is the variable which assists the business 
owner to spot networking opportunities. 
Consequently, when this capability is able 
to bring out social capital into the busi-
ness owner’s business, the results are the 
multiplicity of business outcomes, which 
include export activities.

Network capability
(RBV theory)

Social capital
(Network theory) 

Business outcomes 
(e.g. export business 

initiation)

 

                                                       Figure 1: Analytical Framework

METHODOLOGY

Industry Selection & Research 
population 
The population of the study consists of 
exporting and non-exporting manufactur-
ing SMEs from the garment and textiles 
sub-sector of Ghana. A number of reasons 
accounted for the selection of the garment 
and textile sub-sector.  The first reason is 
that according to Damoah (2011), the gar-
ment and textile sub-sector represent one 
of the least export participating sectors of 
the Ghanaian economy although it has at-
tracted several export promotion interven-
tions compared to other sub-sectors. Most 
important, the sub-sector is dominated by 
women, who constitute a priority within 
the Government of Ghana’s strategies for 
reducing poverty (Kuffour, 2008). Third-

ly, following researchers (e.g. Hoang and 
Antoncic, 2003; Coviellio and Cox, 2006) 
focusing on a single sector minimises the 
problem of inter-industry variances.

Description, interpretation and explana-
tion drive the analysis of the topic and 
so the case study research method is em-
ployed to allow the generation of rich data 
(Lee, 1999). Researchers (e.g. Halinen and 
Tornroos, 2005; Coviello, 2006, Coviello 
and Cox, 2006) on business networks rec-
ommend qualitative case study research in 
studies like this nature.

Sampling Frame 
The sample frame used for this study is 
compiled from the Association of Ghana 
Industries (AGI), the Ghana Statistical 
Service (GSS) and the Ministry of Trade 
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& Industry (MoTI). Having combined 
the three sample frames to one, 36 ex-
porting and 33 non-exporting SMEs met 
the screening criteria which informed the 
selection of the firms chosen for this case 
study.

Criteria for Sample Selection 
In line with McDougall et al. (2003) and 
Coviello and Cox (2006), the case firms 
which participated in the study were 
screened according to the following crite-
ria. First, in line with the definition put 
forward by the World Bank in its study 
on the Ghana’s manufacturing sub-sector, 
a firm must be either small, medium-sized 
or large. The World Bank study catego-
rised SMEs according to the number of 
employees: 1) micro firms – those employ-
ing five or less; 2) small firms – those em-
ploying between 6 and 29; and 3) medi-
um-sized firms – those employing between 
30 and 99. In this study, the World Bank’s 
definition of SMEs in Ghana is applied 
because it is the current definition being 
applied by most researchers (e.g., Adjasi, 
2006; Aboagye, 2006; Abor & Harvey, 
2008; Abor & Quartey, 2010; Damoah, 
2011) working on Ghana and other coun-
tries in sub-Saharan Africa (SSA). In this 
study, only the small and medium-sized 
firms were selected for both the exporters 
and non-exporters because according to 
Damoah (2011) the micro firms (1-5 em-
ployees) barely participate in export busi-
ness in Ghana.

Second, a participating firm must be en-
gaging only in the garment and textile 
sub-sector because it is the sector that 
informs the study and must be located 
in Accra (Ghana is all about Accra being 
the most industry concentrated located in 

Ghana [Abor et al., 2008]). Third, whilst 
the exporting firm must have a mini-
mum of two years of export experience, 
excluding domestic market experience, a 
non-exporting firm was required to have a 
minimum of 5 years of domestic operating 
experience. This criterion was motivat-
ed by Coviello & Munro (1997; Coviello 
and Cox, 2006), who maintained that the 
average length of domestic market oper-
ating experience for a small New Zealand 
before starting to export was three years. 
In extending this argument to Ghana, 
since New Zealand is a long way ahead 
of Ghana in terms of socio-economic de-
velopment, it was decided that an average 
SME in Ghana should have at least 5 years 
of domestic operating experience before 
contemplating to start export business. 
Therefore, if after 5 years, a firm had not 
considered going into the export business 
and had not closed down, then it would 
be considered worthwhile in investigating 
why it had not considered such exporting 
when other similar firms had done so.

Fourth, a firm should be independent and 
indigenous, or a joint venture (partly for-
eign and partly local), but it should not be 
a subsidiary of a larger domestic or inter-
national firm, in order to avoid influence 
from the potential availability of resources 
on its export decision making.

It must be stated that the approach used 
in selecting firms for the study is also con-
sistent with Eisenhardt (1989) who main-
tained that a random selection of cases in 
qualitative research is neither necessary 
nor preferable. Eisehardt argued that ex-
treme examples are most appropriate when 
a study aims to extend and understand 
theory. So the cases were selected for theo-
retical reasons, coupled with the selection 
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criteria (i.e. to explore the assumptions be-
hind the conceptual framework in Figure 
1). Each case firm was treated as an inde-
pendent experiment that confirmed or re-
futed the themes that emerged from the 
data (Brown and Eisenhardt, 1997). 

The data that were collected were based 
on inductive interview in line with Eisen-
hardt (1989) and Yin (1989). Based on the 
analytical framework (Figure 1), character-
istics of business owner’s networking (i.e., 
network content, structure, size and inter-
action) were the main units of analysis that 
guided the interviews and the analysis. In 
this study the owner-managers, used as 
key informants were used as the primary 
and sole informants because of their in-
volvement in the evolution, development 
and the management of small firms in line 
with other researchers (Evangelista, 2005; 
Coviello & Cox, 2006; Williams, 2008)

Data & Collection Instrument
The face-to-face interview was the main 
data collection instrument employed 
to understand the perspectives of own-
er-managers. In one case firm, (case firm 8), 
the marketing manager was interviewed 
because the owner was unable to make 
time for the interview, but the rest were 
all owner-managers. The interview guide 
used in the interview process imposed or-
der and structure on the interview process. 
Following Coviello and Cox (2006) and as 
recommended by Pettigrew et al. (2001), 
words such as what, who, where, why and 
when were employed to guide the inter-
view process in order to ascertain the depth 
and richness of data. The interview process 
took an average of 90 minutes for both ex-
porters and non-exporters. Every interview 
was digitally recorded, and at the same 

time supplemented by handwritten notes. 
The handwritten notes supported the dig-
ital recording to ensure accuracy. While 
the digital recorder generated details of 
the interview conversations, it also ena-
bled the researcher to handwrite the key 
themes that emerged in a relaxed manner. 
The field work of the study took place in 
2009 and lasted for three (3) months, July 
to September, 2009.

Based on McAuley (1999), all the hand-
written interviews were read and re-read 
at the close of each interview day. Where a 
lack of clarity was detected, the digital re-
cording was replayed. Where clarity could 
not be achieved by such triangulation, the 
interviewee was contacted the next day for 
clarification. The rigour of the handwrit-
ten notes provided the researcher with a 
prior opportunity to understand the crit-
ical events that triggered the export ini-
tiation of the firms before the interviews 
were transcribed verbatim and analysed. 
The interview process took three months. 
Moreover, except for one interview, all the 
interviews were conducted in the English 
language. The owner-manageress (case 
study 23) who could not express herself in 
English spoke her mother tongue, ‘Twi’ 
(a common dialect spoken by about three 
quarters of the Ghanaian population). 
Her story was also recorded and written 
concurrently, and then translated or tran-
scribed into English.

Analytical Techniques
In line with Coviello and Cox (2006) the 
characteristics of the business owner’s net-
working were coded using the content 
analysis approach.
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RESULTS, ANALYSIS & 
DISCUSSION

Description of case firms
The descriptive analysis of the firms in 
this case is based on researchers (e.g. 
Chetty & Campbell-Hunt, 2003; Bell 
et al., 2004; Hutchinson  et al., 2005; 
Hutchinson et al., 2006; Chetty & Agndal, 
2007), who sampled many case studies in 
similar qualitative studies, summarised 
and combined the profile of the case firms. 
Similarly, Tables 2 and 3 summarise the 
profile of the exporting and the non-
exporting firms. From Table 2, the mean 
exporting experience of the firms was 8 
years varying from what Neupert et al. 
(2006) found (13 years) in Idaho (USA) and 
(10 years) in Vietnam. The average age of 
the exporting firms was 14, while that of 
the non-exporters was 10 years (Table 3). 
The average size of the workforce was 28 
for exporters and 11 for the non-exporting 
firms (Table 3). This workforce size implies 
that garment and textile firms in Ghana 
are generally small and may partly explain 
why most firms in the sub-sector choose 
to concentrate on the domestic market. 

Of those that export, the average length 
of domestic operating experience before 
the commencement of export business 
was six years. This figure deviates from 
the average of three years, which Coviello 
& Munro (1997) and Coviello and Cox 
(2006) found among New Zealand’s firms 
when they commenced export business. 
The disparity with regard to average 
domestic market experience before the 
time of commencing export business may 
be due to inequalities in socio-economic 
development between New Zealand and 
Ghana. Female owner-managers accounted 
for 72% (Table 2) and 70% (Table 3) of 
the exporting and the non-exporting firms 
respectively. The male owner-managers 
also represented 28% and 30 % for the 
exporting and the non-exporting firms 
respectively. Of the exporting firms the 
composition of the medium-sized firms 
were 33% whilst the non-exporters were 
6%.  Small firms dominate the non-
exporting firms, consisting of 94% while 
they accounted for 67% of the exporting 
firms. None of the non-exporting firms had 
foreign ownership, but foreign ownership 
accounted for 3% of the exporting sample. 

Table 2: Analysis of the Exporting Firms

Continuous Variable Obs Mean Std Min Max

Domestic experience 36 6.611111 7.068149 2 35

Export Experience 36 8.416667 4.129165 2 18

Firm age 36 14.80556 14.80556 6 39

Firm size 36 28.88889 23.33211 6 98

Categorical Variable

Frequency %

Firm type

   Small Size 24 66.7

   Medium Size 12 33.3



81

African Journal of Management Research (AJMR)

DamoahBusiness Owner’s Strategic Networking

Gender

  Female 26 72.2

  Male 10 28

Ownership type

  Foreign participation 1 2.8

  Wholly local 35 97.2

Source: from the interview transcripts

Table 3: Analysis of Non Exporting Firm

Continuous Variable Obs Mean Std Min Max

Domestic experience 33 10.18182 3.127045 5 16

Firm age 33 10.18182 3.127045 5 16

Firm size 33 11.39394 7.271259 6 34

Categorical Variable

Frequency %

Firm type

   Small Size 31 93.94

   Medium Size 2 6.06

Gender

  Female 23 70.70

  Male 10 30.30

Source: from the interview transcripts

Discussion
As the research focuses on the characteristics 
of the business owner’s networking. In the 
first place, the perception of the exporters 
and non-exporters were first compared, 
interpreted and analysed. In line with 
Yin (1989) patterns were identified in 
each case firm and pattern-matched across 
cases. The analysis follows two-stage 
approach. At stage one, the perception 
of the exporters based on the analytical 
framework were first content analysed 
separately, followed by the non-exporters. 
At stage two, the perceptions of both 
groups are compared and content analysed 

to identify patterns, magnitude and the 
degree of the perceptions. In constructing 
network size, content, structure and 
interaction of the business owners’ 
networking, a core criteria that informed 
the findings were that a business owner’s 
networking whether formal or informal 
be seen to be used for the facilitation 
of his or her business. Based on these 
business owners whose family and friends 
were not being engaged to facilitate the 
development of their businesses were not 
counted among the categories of findings. 
The main findings are discussed below.
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Networking size
From the case companies, coupled with 
the criteria that informed the coding, the 
main categories of networking ties men-
tioned by the case companies were: 1) 
trade associations (e.g. Ghana Chamber 
of Commerce, Association of Ghana In-
dustries, Association of Women Entrepre-
neurs), 2) family members living abroad, 
3) friends living abroad, including foreign 
nationals and 4) fellow local business men 
and women. First, the exporters confirmed 
the importance of networking and the im-
portance of the amount of networking ties 
to their business outcomes. The findings 
indicate that in each of the ties, the ex-
porters had more than the non-exporters. 
As to why the exporters possessed more 
ties compared to the non-exporters, the 
following were some of the direct quotes 
from the interviewees:

My brother [Mr. Interviewer], you know 
[you see] in this country [in Ghana] it 
is not about systems of processes, but it is 
about people [in Ghana institutions do 
not work, so you have to know someone]. 
So if you are a businessman [business-
man or woman] and you do not have 
people [do not know people] you cannot 
do business in Ghana. Even if your goods 
get to the ports, it will take some time to 
clear (Cases 7 and 20) (exporters)

The quote above implies that one of the 
determinants of entrepreneurship success 
in Ghana is by deliberately having a 
network of actors for the purpose of the 
business survival and sustainability. In 
a sense, the owner-managers believe 
that the institutions created to facilitate 
entrepreneurship development in Ghana 
are inadequate and/or do not function. So 
an entrepreneur needs to be innovative 

and think outside the box by finding 
as many networks as possible. This 
finding confirms the importance of the 
personality characteristics of the owner-
manager behind SMEs and so makes 
the consideration of the RBV in SMEs 
internationalisation research highly critical 
(Ruzzier et al., 2006). The findings also 
support researchers who integrate the RBV 
and network to understand, social capital 
and SMEs internationalisation (Han, 2006; 
Coviello and Cox, 2006; Boojihawon, 
2007). 

With regard to the non-exporters, the 
primary motivation for being in business 
accounted for one of the reasons why they 
possess low network ties compared to the 
exporters. From the interview transcripts, 
it was obvious that most of the non-
exporters formed their business to support 
their household income and so they were 
not challenged to grow the businesses 
which could have necessitated them to 
consider networking as a critical success 
factor to enter the export market. A direct 
quote from three female business owners 
confirm this.

Yes[responding to a question from the 
interviewer], you know I am a housewife 
and I asked my husband to give me some 
money to set up this business just to keep 
me doing something [ active], that is the 
main reason why I set this business up, 
but we are okay as a family (Cases 12, 
19, 25)

The line of thinking from the preceding 
quote shows that between the exporters 
and the non-exporters, the motives of run-
ning their businesses differ. This finding 
confirms Fairlie and Robb (2009) regard-
ing the fact that there are gender differ-
ence in business outcomes based on the 
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motivations for going into business. The 
reason is that most of the case companies 
were women.

Network Structure
It was found that though not much 
variations existed between the exporters 
and the non-exporters based on the formal 
networking structure and/or contact. 
Implicitly, both groups possess ties with 
business associations, which a business 
owner has to formally register and pay dues, 
including formal duties and responsibilities; 
but differences were found between the two 
groups with regard to informal network 
structure. The non-exporters confirmed 
having family and friends, but unlike their 
counterparts exporters, the conversation 
with them indicated that while they have 
had family and friends, they never actively 
engaged them to develop their businesses. 
So as regards the networking structure, 
the exporters possess higher structure than 
the non-exporters. Compared to the non-
exporters, the formal and informal structure 
of exporters networking support Coleman 
(1990), Ruzzier and Antoncic (2007) and 
Boojihawon (2007). Theoretically, the more 
capacity of the exporters support the stage 
theory (Johanson & Vahlne, 1977). The 
fact that the exporters consciously searched 
for various types of networks (formal and 
informal) and actively engaged them to 
facilitate their businesses confirm the link 
between the RBV and the network theory 
integrated to explain the study.

Network Content
The interview transcripts show that both 
groups belong to various ties to benefit 
from business supports, including market 
information and financial assistance. It 

was found that the exporters possess more 
and/or contents in their ties than the 
non-exporters because unlike the non-
exporters they actively engage both their 
formal and informal ties to develop the 
businesses. For instance, in addition to the 
resources mentioned above, most exporters 
mentioned deriving much emotional 
and companionship supports from their 
informal acquaintances. The quotes of 
some of the exporters in this theme are 
summarised as follows.

Sometimes it is when you share your 
business problems with your family and 
friends that is when you get new blood 
[new energy] to continue. My brother 
[my interviewer] it will surprise you the 
type of suggestions you will get if you in-
volve your immediate family and friends 
in your business management (Case 4, 7, 
9, 12, 14, 15).

An interesting revelation here is that the 
exporters take the initiative to discuss their 
business issues with family and friends in 
order to get their support purposefully. 
Here it can be inferred that the motive of 
the business formation is crucial. As the 
exporters operate their business for long-
term growth they take advantage of every 
networking opportunity available to them 
to advance the course of their businesses.

Networking interaction
This sub-theme considers the rate at 
which business owners keep contact with 
their ties because the degree of interaction 
determines to some extent the amount of 
resources to be gained from the networking. 
The implicit assumption is that if the 
networking contact is not managed by 
way of frequent interactions, it is more 
likely the actors will not receive the full 
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benefits of the contacts. The ultimate 
outcome is that actors that frequently 
interact with their associates will have 
more resources than those that do not. 
This situation is the perfect case for the 
exporters. From the interview transcripts 
whilst significant members of both groups 
confirmed being members of business 
associations, the non-exporters were found 
not attending meetings, paying their dues, 
including participating in the functions of 
the associations. The quotes of some of the 
cases confirm this finding.

…. Because the government is not sup-
porting our businesses [the businesses] it 
is the associations that play that role. In 
fact, you cannot expand internationally 
without being active in the associations 
[keeping membership with the associa-
tions]. It is the association that organises 
trade fair for us. When foreign investors 
come to Ghana, it is difficult for them 
to visit one business as an individual, 
but they will contact the association, 
and the association will organise inter-
active meetings with us. But all these if 
you do not go for meetings and visit the 
secretariat frequently, you will not hear 
and take advantage of the opportunities 
(Cases 33, 44, 45) (exporters).

Overall from the findings from the 
interviews, it can be still be confirmed 
that the motives that drove the formation 
of businesses by the non-exporters (e.g. 
to support one’s income and/or one’s 
husband’s income, especially the women) 
makes a significant difference. In fact, 
this point explains to a higher degree 
why the non-exporters rated low on all 
the dimensions employed to analyse the 
results of the study. It shows there is indeed 
gender differences in business outcomes 

(Fairlie and Robb, 2009). The finding 
indicates that unlike the non-exporters, 
the exporters maintain strong contact 
with their ties, both the associations and 
the informal ones. The importance of the 
frequency of interactions to the exporters 
support Ruzzier and Antoncic (2007). 
Again in keeping frequent contact, the 
network capability from the RBV is 
confirmed here.

CONCLUSION
The practices of the exporting firms 
confirmed the predictive power of the 
network theory and the export involvement 
of the SMEs. First of all, of all the 
dimensions used, the exporting firms scored 
higher network resource capacity than the 
non-exporters in terms of the networking 
size, content, structure and frequency of 
interaction. The findings of the Ghanaian 
exporters compare well with existing studies. 
For instance, using a Slovenia sample, 
Ruzzier and Antoncic (2007) found that 
the entrepreneur’s networking structure is 
one of the most important elements of social 
capital. In that study, the authors found that 
both components of the business owner’s 
network structure impact positively on their 
internationalization. Other researchers that 
found the importance of various dimensions 
of network and/or social capital and its 
positive impact on resource mobilization for 
internationalization include (Coviello, 2006; 
Chandra et al., 2012) (e.g. network content). 
In another study based on a sample from New 
Zealand, Coviello and Cox (2006) found that 
network size appears crucial to international 
new venture. In that study, the authors found 
that with all the three case firms (Charlie, 
Tango Sierra) whilst the network size was 
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crucial it increased as the firms grew along 
the international development trajectory 
(conception, commercialization and growth).

Above all, the assumption behind the 
analytical framework that informs the 
study matches strongly with the findings. 
The reason for this is because in each 
of the dimensions, the business owner’s 
competence and/or networking capacity 
played a significant role in 1) whether 
or not to look for potential networking 
relationships and 2) how to manage 
the relationship to extract resources. 
The findings from the current study 
show that the relative importance of the 
network capacity of the business owner 
outweighs all the other variables (network 
content, size, structure and interaction) 
employed. The reason is that it is this 
competence that determines whether or 
not a potential networking opportunity 
is identified, accessed and maintained. 
Hence the organization of the variables in 
the analytical framework fit the empirical 
data collected to a stronger. The findings 
show that in Ghana the RBV dominates 
and drives the network theory to promote 
SMEs exporting activities. Implicitly to 
succeed in networking, the capability of 
the business owner is paramount in order 
to identify potential network ties, manage 
the ties and extract the required resources 
needed for business success. The outcome 
of the analytical framework shows that, an 
integration of the RBV and the network 
theory explain the business owner’s 
networking supports researchers who 
advocate for similar integration (e.g. Han, 
2006; Coviello and Cox, 2006).

Theoretical contribution
The findings complement and extend on 
extant literature on social capital and SMEs 
internationalisation research. The study 
makes two theoretical contributions to 
the literature. First, whilst social capital 
and SMEs’ internationalisation research is 
flourishing, an analysis of the social capital 
resource capacity of exporters and non-
exporters is ignored. The present findings 
therefore enhances our understanding 
regarding the resource capacity of exporting 
and non-exporting SMEs from social capital 
resource viewpoint. It shows the importance 
of the SMEs’ internationalisation regarding 
the development and the promotion of SMEs 
in general. Second by exploring the topic 
from Ghana, the results have also enhanced 
our understanding from an understudied 
and a new geographical context.

Policy implications
First public policy must aim at focusing 
on building the managerial capacity of the 
business owners, both exporters and non-
exporters. A key policy admonition based 
on the findings is that government export 
promotion programmes must emphasise 
collaboration as opposed to organic growth. 
It is recommended that collaborative 
initiatives with the non-exporters must 
serve as a key criteria for accessing export 
promotion. To enhance export participation 
of firms from the garment and textile sub-
sector, public policy must upgrade most of 
the businesses of “housewives’ to change 
their mind-sets to adopt more growth 
oriented business management approaches. 
Public policy must offer more support to 
men that enter the sub-sector because one 
view is that the dominance of females in the 
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sub-sector account partly for its low export 
involvement.

Practical implications
On the firm level, both exporters and non-
exporters must embrace networking as a 
key opportunity for resource mobilisation 
as the findings imply that SMEs can 
access knowledge and experiences with 
other actors without possessing them 
internally. Here the critical managerial 
responsibilities for the business owners 
is how to coordinate the interactions. As 
the network capacity became critical from 
the findings. Consequently, possession of 
networking capacity skill for both groups 
is an imperative in export development. In 
all, to do well in networking capabilities 
and to benefit fully from the networking of 
relationships, four critical skills are needed, 
namely leadership, communication, project 
management and negotiation. As it was 

indicated, because the institutional supports 
in Ghana are weak, these personality 
resource capacities must be constantly 
upgraded by both groups to build their 
network capacity sport export business 
opportunities. A strong motivation based 
on the findings from the exporters is that 
the non-exporters must not see their current 
internal barriers to their firms as the end of 
the story, but they must aggressively pursue 
networking for resource opportunities to 
achieve their various business outcomes 
including entering the export market and 
succeeding.

Implications for future
One suggestion is that future research could 
employ longitudinal studies to examine the 
extent to which existing ties are sustained. 
The next suggestion is to statistically test the 
relative difference of the variables employed.
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       Abstract
The inconsistency in the previous studies have 
stirred up serious controversies concerning gender 
discrimination in the money deposit banks (MDBs), 
when it comes to employment decision in the 
northern region of Nigeria. The objective of this study 
was to examine the effect of socio-cultural norms on 
employment decisions in the selected MDBs in northern 
region Nigeria. The descriptive research design was 
employed because the study involved eliciting the 
opinions of some employees in the banking sector. A 
sample size of 150 respondents from selected banks 
were purposively selected. The R2 value of 0.862 on 
Univariate linear model indicated that no fewer than 
86.2% change in employment decision is caused by a 
unit increase in gender superiority, sex discrimination, 
gender educational difference, culture and religious, 
which were collectively termed as the attributes of 
socio-cultural norms in the study area.  The variance 
was highly significant as indicated in the F-value in the 
corrected model (F=156.087 and P < 0.05) and all the 
six (6) proxies of socio-cultural norms were significantly 
related with employment decision at 5% level. The 
directions of impact of these socio-cultural norms 
over employment decision were all positive, except 
gender discrimination, which reveals that women 
received less opportunity than their male counterparts. 
This invariably has negative effect on the employment 
decision in the selected banks. It was recommends 
that Nigerian governments at all levels should liaise 
with traditional rulers and other stakeholders to 
ensure that all harmful and traditional practices, 
which affect only women, should be eradicated.

Keywords: Gender, Discrimination, Employment 
decision, Cultural, Norm, Religious, Kano metropolis
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INTRODUCTION  
Gender discrimination is a social issue 
which has given rise to serious discussion 
among scholars and practitioners. In the 
Nigerian society, the first question people 
habitually ask when a baby is born is ‘Is it 
a boy or a girl?’ Once the child acquires the 
gender identity, he/she begins to assemble 
gender roles in masculine and feminine 
traits. Discrimination happens to both 
males and females, depending on individual 
situations; however, it affects the females 
predominantly because they are identified 
as delicate, dependent and emotional while 
males are perceived as tough, aggressive 
and independent (Alamveabee, 2005; Azuh, 
Eghaevba & Azuh, 2014; Anyalebechi, 
2016). Due to these differences between males 
and females, society tends to assign more 
challenging tasks to men and less demanding 
tasks to women (Pearson, 2000). Gender is 
therefore concerned with the psychological, 
social and cultural differences between males 
and females in addition to physical traits, 
characteristics and personalities (Aina, 2008). 

Before Nigeria got her independence, 
women were not entitled to the same 
rights and privileges as men (Benishikh, 
Ghide & Dunoma, 2018). Women were 
not allowed to vote, as stated in the 
Clifford’s Constitution of 1922, restricting 
the electorate to adult males in Calabar, 
Lagos and Kano. In addition, they were 
usually required to surrender the control 
of their property to their husbands upon 
marriage because of the patrilineal system 
which confers rights of inheritance on 
the male child (Jannatul, 2011; Igbuzor, 
2012). 

Despite the effort of the Federal Government 
to give equal gender opportunity to education, 
in the north, the females’ educational and 

occupational opportunities were grossly 
limited on the account that women were 
supposed to consider motherhood as the 
main purpose of their existence; they were 
expected to produce children, cook, clean, 
wash, take care of men and be subordinate 
to male authority (Oganwu, 1996; Sergeant, 
2009).

Though, the decision of employment 
goes beyond which employees are due for 
a particular job or raises, managers may 
also acquire information to make and 
implement decisions about employment 
- usually due to promotions/demotions, 
transfers, separations, among others - in 
the money deposit banks, depending 
on the recommendation of the HR unit 
(Ridgeway, 2015). It was observed by 
Iloegbunam (2016) that during the 90s, 
bank job was more of male occupation and 
all bank tellers were men.

In northern Nigeria, there is a strong 
male-controlled structure which is a major 
feature of their traditional societies that 
maintained the sexual division of labour 
in the household. The same structures 
restrict women’s availability for wage 
work and indirectly condition the terms 
of employment for those who enter the 
organisation (Aina, 2008; Jannatul, 2011; 
Bensheikh, 2015).

Wolfe (2017) opines that women are 
discriminated against for no other reason than 
that they are female and the prevailing effect 
of gender discrimination on employment 
decision in most banking sectors, especially 
in the money deposit banks in the northern 
states of Nigeria, had been rooted in socio-
cultural and religious factors. However, 
today, the situation is changing and banks 
are engaging greater numbers of women as 
senior and management staff (Omolewa, 
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2002 in Bensheikh, 2015). Benisheik 
(2015) affirms that a new trend in all 
the banks, especially the new generation 
banks, is that if preference is given to 
men in particular banks and in particular 
sections of the bank, women are also given 
less preference. For instance, Kura and 
Yero (2013) claim that only one financial 
institution had ever been headed by a 
female while Kabeer, Assad, Darkwah, 
Mahmud, Sholkanny, Tasneem and 
Tsikata (2013) report  that such has never 
happened in any banks in the northern 
zones.

From the background, it is imperative 
to highlight some fundamental gaps 
that will define the present study. Firstly, 
previous studies did not focus on gender 
discrimination and employment decision of 
money deposit banks in Northern Nigeria. 
In addition, previous studies had limited 
their focus to solely gender stereotypes while 
social roles remain static, with the majority 
of women still carrying the primary family 
responsibilities. Secondly, to the best of the 
researcher’s knowledge, reviewed literature 
has revealed that women in Northern 
Nigeria are still less educated and are more 
likely to suffer career interruptions than 
men (Kura & Yero, 2013). The differences 
in educational levels are still significant 
among older workforce and still persist 
among younger ones (Ohotu, 2017). 

The foregoing and the inconsistency in the 
previous studies have generated serious 
controversies with regards to gender 
discrimination within the money deposit 
banks in relation to employment decisions. 
It is on such premises that this work 
intends to bridge this gap by focusing on 
the effect of gender discrimination on the 
employment decisions of selected money 

deposit banks in Kano state, Nigeria. 
Based on the problems identified above, 
the following hypothesis was formulated 
in null forms to guide the study:

Ho1: Socio-cultural norms do not have 
effect on employment decision in the 
banking sector in Kano metropolis.

LITERATURE REVIEW
Relevant literature to the study is reviewed 
in this section. This will reveal what has 
been achieved in previous studies and 
highlight the focus of the present study.

Gender Discrimination
The origin of gender discrimination in 
employment can be traced to the history of 
industrial revolution. In the earliest stages 
of human civilisation, female work was 
confined to simple tasks: gathering was 
socially defined as the work of women and 
children, while farming and hunting was 
something that men did (Miller & Razavi, 
2014). However, it was in the 1970’s that 
American and English feminist started 
using the term gender (Hurtig, Kail 
& Rouch, 1991 in Heather, Vanessa & 
Deborah, 2009). 

The term gender developed at a remarkable 
pace in the early 1980’s (Nairobi Conference, 
1985). Its usage was facilitated by the holding 
of a succession of important conferences, 
such as the Cairo conference (1994) and the 
Beijing conference (1995), during which the 
term definitely established itself (Landine, 
1999; Deaux & Lewis, 2008). The gender 
concept implies the grouping together of 
all the differences identified between men 
and women: individual differences as well 
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as differences in social roles or cultural 
representations (Elizabeth, 2009).

The term gender is distinguished from 
sex but, most times, the concepts are 
used interchangeably; for instance, the 
term gender is used to describe social 
and personality differences between men 
and women. It is also refers to that which 
society defines as masculine and feminine, 
while sex on the other hand is a term 
that is used to classify species into either 
female or male; only females can give 
birth and breastfeed while male hormonal 
and genital structure differ from that of 
females (Akin, 2008; Kura & Yero, 2013).

From the workforce context, gender dis-
crimination can be defined as the giving 
of an unfair advantage or disadvantage to 
the members of the particular group in 
comparison to the members of the other 
group (Kelly, 2006).  Gender discrimina-
tion thus explains any distinction, exclu-
sion or restriction made on the basis of sex, 
which has the effect or purpose of impair-
ing or nullifying the recognition enjoy-
ment or exercise by women, irrespective of 
their marital status, on a basis of equality 
of men and women, of human rights and 
fundamental freedom in the political, eco-
nomic, social, cultural, civil or any other 
field (The Convention on the Elimination 
of All Forms of Discrimination against 
Women, 2008; George & Chukwuedozie, 
2015; Goldman, 2017; Daudu, 2007).

Forms of Discrimination
In industrial organisations, different types 
of discrimination were identified and were 
subdivided into direct and indirect dis-
criminations (Daudu, 2007; Willey, 2000; 
Ross, 2008; George & Chukwuedozie, 
2015).

i. Direct Discrimination: this is more or 
less an obvious form of discrimination, 
which is easily detectable at first sight. 
An example of this may be some 
internal or external job advertisements 
that state that only a specific gender, 
in this case men, can be considered 
as candidates (Willey, 2000). This is 
direct discrimination that is explicit 
and is not related to a candidate’s 
potential, ability or merit (Willey, 
2000). The intention of the employer 
is assumed, in such cases, of glaring 
direct discrimination, as the victim 
does not have to furnish any type of 
evidence to support (Goldman, 2017) 
claim, as it cannot be justified. 

ii. Indirect Discrimination: On the surface, 
this type of discrimination might 
seem nonexistent or is harder to prove. 
Indirect sex discrimination takes place 
when a requirement or condition is 
applied equally to men and women. 
However, the condition has the effect 
that, in practice, it has larger proportion 
of disadvantages for one sex than the 
other because the disadvantaged sex 
find it harder to fulfill the requirement 
or condition, and it cannot be justified 
on grounds other than sex (Ross, 
2008). Since this is a complicated type 
of discrimination, the following four-
stage process of socio-cultural norms are 
further explained as thus:

a. Age Discrimination: This refers to 
any different treatment on the basis 
that an employee is above a particular 
age (Jayachandran, 2015; Sally, 
2013); it can be unintentional or 
deliberate, unconscious or explicit. Age 
discrimination is often manifested in 
such organisational practices as limiting 
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other workers from substantive job 
responsibility or access to job-related 
career development opportunities 
(James, Mc-Kehnie & Swanberg, 2012). 

The common form of age discrimina-
tion in Nigeria is the requirement that 
job seekers must be below 25years or 
35years of age. Age specification for 
job seekers appears to be the best ex-
ample of age discrimination in em-
ployment. In Nigeria, fresh graduates 
who are above 30years of age are not 
allowed by the National Youth Ser-
vice Corps Act to serve the nation, but 
are given exception certificates; this is 
without doubt, an age discrimination 
against many older graduates who may 
be willing to serve their fatherland.

b. Sexual Harassment: Harassment can 
include sexual harassment or unso-
licited sexual advances, requests for 
sexual favours, and other verbal or 
physical harassment of a sexual nature. 
Harassment does not have to be of a 
sexual nature; it can include offensive 
remarks about a person’s sex. For ex-
ample, it is illegal to harass a woman 
by making offensive comments about 
women in general. Both victim and 
the harasser can be either a woman or 
a man, and the victim and harasser can 
be the same sex. 

c. Religious Discrimination: Nigeria is a 
diverse society with very heterogeneous 
population with respect to culture, 
language, ethnicity, religion and class 
(Livanos, Yalkin & Numez, 2009). 
The Constitution restrains the state 
from establishing state religion; 
this implies that the state should 

not discriminate, favour, promote, 
patronise or disfavour a person from 
any religion (Constitution of the 
Federal Republic of Nigeria 1999 in 
Iloegbunam, 2016). 

d. Sex Discrimination: Sex imbalance 
permeates every facet of the Nigerian 
society and it comes in several forms 
described as the harmful traditional 
practices against women (Wills 
Act, 1837); these include genital 
mutilation, child marriage, ritualistic 
widowhood practices, nutritional 
taboos, cult prostitution, domestic 
violence, negative religious practices, 
discriminatory traditional land tenure 
practices and the strong belief, among 
other things, that women should 
occupy a domestic environment and 
not be engaged in other employments. 
Inheritances under customary law are 
generally heavily weighted against 
women. For example, in Igbo tradition, 
the eldest son will inherit the personal 
property of a deceased, including wives 
and slaves (George & Chukwuedozie, 
2015). 

e. Nationality Discrimination: National 
origin discrimination involves treating 
people (applicants or employees) 
unfavourably because they are from a 
particular country or part of the world, 
because of ethnicity or particular accent, 
or because they appear to be of a certain 
ethnic background (even if they are not). 
National origin discrimination also can 
involve treating people unfavourably 
because they are married to (or associated 
with) a person of a certain national 
origin.
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Effect of Gender Discrimination on 
Employment Decision
To Manheim and Manheim (2012), em-
ployment decisions go beyond determin-
ing which employees are due for raises. 
Through regular, objective performance 
appraisals, managers acquire information 
to make and implement decisions about 
promotions, transfers, demotions, separa-
tions, and compensation. In most organi-
sations, outstanding employees are recog-
nised for their hard work and outstanding 
performances and subsequently awarded 
promotions. 

Drucker (2008) refers to employment 
decision as decision-making; whatever 
a manager does, he/she does through 
making decision. The job of management 
involves the making of innumerable 
decisions; hence many persons think that 
management is decision-making. The 
word ‘decides’ means to conclude or make 
a resolution about what one expects to 
be done at some later time. According to 
Jones (2006) it is a solution selected after 
examining several alternatives, chosen 
because the decider foresees that the course 
of action he selects will do more than the 
other alternatives to further his goals and 
will be accompanied by the fewest possible 
objectionable consequences.

The following are some of the effects of gender 
discrimination on employment decisions:

a. Individual Mental Health Issues: 
If someone is experiencing gender 
discrimination at work, mental health 
issues might ensue. Kemi and Jenyo 
(2016) submit that an individual 
being discriminated against may 
develop higher anxiety levels, be more 
prone to outbursts and depression. He 
or she might turn to drugs or alcohol 

to cope, and that could adversely affect 
his/her ability to perform her job 
duties. 

b. Increased Conflict: Discrimination is 
a form of harassment, and it has the 
tendency to increase the conflict in 
the work environment (Kelly, 2006). 
It can fracture a team, with one group 
siding with the person discriminated 
against, and one side for the alleged 
discriminator. 

c. Poor Organisational Morale: When 
conflict increases in the office, people 
feel it. It permeates the company, down 
to the least-significant activities, such 
as getting coffee at a different time to 
avoid the conflict. The overall morale of 
the team falls, as people start walking 
on eggshells to avoid any escalation in 
the conflict. Poor morale has a negative 
effect on corporate culture and is 
directly felt by customers.

d. Reduced Productivity: With increases 
in conflict and morale falling, office 
productivity will diminish, as well. As a 
business leader, you know that employees 
who are happy and comfortable at work 
are the best performers. When people 
are trying to avoid negative behavior, 
such as experiencing or witnessing 
gender discrimination, it can have a 
significant impact on the bottom line of 
the business itself (Pearson, 2000).

e. Legal Issues: Employers need to be 
concerned with more than just the 
company morale and productivity 
when it comes to gender discrimination 
(Tsui, 1996). There are legal issues to 
consider. Discrimination of any sort, 
including gender equality, can lead 
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to adverse legal actions. If a company 
does not address discrimination 
accusations and actions appropriately, 
a disgruntled employee could bring a 
lawsuit against the company for not 
protecting their rights.

Remedies for Gender 
Discrimination
Peterson and Thea (2006) posit that the 
relief or remedies available for employment 
discrimination, whether caused by 
intentional acts or by practices that have 
a discriminatory effect, may include: back 
pay, hiring, promotion, reinstatement 
or front pay. Remedies also may include 
payment of attorney’s fees, expert witness 
fees and court costs. Under most Equal 
Employment Opportunity Commission 
(EEOC) enforced laws, compensatory and 
punitive damages also may be available 
where intentional discrimination is found. 
Damages may be available to compensate 
for actual monetary losses, for future 
monetary losses, for mental anguish 
and inconvenience. An exception to the 
non-discrimination rule is that, if it is 
objectively proven that only workers of 
one sex can perform all the tasks related 
to the job, then the employer is allowed 
to recruit only men or women for the job 
(Bertrand, 2010).

Men and women doing the same job have 
the right to receive the same training and 
educational opportunities. Employers should 
not discriminate when deciding which 
employee to promote. They must consider 
their skills, education, performance, seniority 
and not gender. Employers should not apply 
different working conditions to men and 
women doing the same job. 

Pregnancy and maternity represent a period 
during which women are particularly 
vulnerable in terms of their health (Joyce, 
2011). Women are therefore protected by 
domestic and international laws against 
specific risks linked to their condition. These 
rights aim to protect women’s health in the 
workplace by granting them a minimum 
period of leave, while preventing this from 
being used as an excuse for discrimination 
against them in the workplace. Income 
from women’s employment is important 
to the economic security of many families, 
particularly among low paid workers and 
accounts for over one-third of the income in 
families where both parents work. 

Every society must seek to empower women 
and protect them against gender based 
discrimination. This is important because 
in most societies, women constitute more 
than 50% of the population. This makes 
the development of women very crucial 
and integral to the development of any 
society. Any society that neglects to protect 
women faces the imminent danger of gross 
underdevelopment. As a matter of fact, 
it has been shown that most developed 
societies have progressive laws that favour 
women: this means that there is a strong 
connection between the development of 
women and the development of any society 
(Laurettai, 2014).

Theoretical Framework
Some of the theories underpinning the 
study of gender discrimination and 
employment decision are Marx’s (1848) 
socialist theory, Wollstonecraft’s (1794) 
feminist theory and Adams’ (1960) equity 
theory.

Socialist Theory: The socialist theory starts 
from 1848 with Karl Marx and Friedrich 
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Engels as its major proponents. The theory 
originated within socialist thought, which 
blames the existing material inequality in 
society for most or all of its ills. Socialists 
assume the feasibility of the elimination or 
great reduction of this material inequality 
and with it, the elimination of almost 
all social inequalities as well as status 
hierarchies. In line with this assumption, 
socialists generally expect that the smaller 
the differentials in standards of living 
or property in a society, the smaller also 
the status differentials between men and 
women. 

Marxism located the origins of all ine-
quality, more specifically, in the private 
ownership of the means of production by 
one class and contends that the elimina-
tion of all inequalities will be affected by 
the expropriation of the privately owned 
means of production by the revolutionary 
proletariat (working class) and by their 
subsequent administration by society for 
the benefit of all. In the same vein, En-
gels claims that the cause of women’s in-
ferior status is class society and the forms 
of family organisation it produces and that 
once class society is abolished, and the 
state withers away, the patriarchal family 
will also disappear. Engels blames capital-
ism for the current separation of the place 
of reproductive work, that is, the family 
home, from that of productive work, that 
is, the factory, which has made women’s 
participation in social production more 
difficult and limited. 

Feminist Theory: Mary Wollstonecraft 
(1794) proposed the feminist theory, ex-
tending feminism into theoretical, fiction-
al, or philosophical discourse. Its aim was 
to understand the nature of gender ine-
quality; hence the theory examines women 

and men’s social roles, experiences, inter-
est, chores and feminist politics in a variety 
of field such as sociology, psychoanalysis, 
home economics, literature, education and 
philosophy. Feminist theory focuses main-
ly on analysing gender inequality. Within 
feminism, there are at least four distinct 
major frameworks and each of these views 
the issue in gender discrimination from a 
different perspectives. 

For instance, the liberal feminists posit 
that gender discrimination has its origins 
in historical traditions that have set up 
barriers to the advancement of women; it 
emphasises issues such as individual rights 
and equal opportunity as a basis for social 
justice and reform. The theory further as-
sumes that the socialisation of women into 
gender roles contributes to the discrimi-
nation experienced by women in most so-
ciety. 

Equity Theory: Equity theory was first 
developed by J. Stacy Adams (1965) a 
workplace and behavioral psychologist, 
who asserted that employees seek to main-
tain equity between the inputs that they 
bring to a job and the outcomes that they 
receive from it, against the perceived in-
puts and outcomes of others. It focuses on 
determining whether the distribution of 
resources is fair to both relational partners. 
Equity is measured by comparing the ratio 
of contributions (or costs) and benefits (or 
rewards) for each person. The belief is that 
people value fair treatment which causes 
them to be motivated to keep the fair-
ness maintained within the relationships 
of their co-workers and the organisation. 
The structure of equity in the workplace is 
based on the ratio of inputs to outcomes. 
Inputs are the contributions made by the 
employee for the organisation. Equity 
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is measured by comparing the ratios of 
contributions and benefits of each person 
within the relationship. 

Partners do not have to receive equal 
benefits (such as receiving the same amount 
of love, care, and financial security) or make 
equal contributions (such as investing the 
same amount of effort, time, and financial 
resources), as long as the ratio between 
these benefits and contributions is similar.  
In any position, an employee wants to 
feel that their contributions and work 
performance are being rewarded with their 
pay. If an employee feels underpaid, then it 
will result in the employee feeling hostile 
towards the organisation and perhaps 
their co-workers, which may result in the 
employee not performing well at work 
anymore. It is the subtle variables that 
also play an important role in the feeling 
of equity.

The study adopted the feminist theory 
because it focuses on  removing barriers to 
the advancement of women within society 
and formulating policies to promote equal 
rights for them. This has the tendency 
to bring about social change and defuse 
gender discrimination in the society.

Empirical Review
There has not been many studies on 
the effect of gender discrimination on 
employment decision, specifically in the 
northern zone of the country, although 
few researchers have attempted to outline 
gender discrimination as a contemporary 
issue in our fast and ever growing society 
as it affects every aspect of life, including 
work environment. Baba, Hamman and 
Yahaya (2015) examined the effect of 
gender discrimination on human resource 
practices by doing an analysis of issues of 

violation of women’s rights. The specific 
objectives were to investigate whether 
gender discrimination has effect on 
human resource practices and to examine 
the reasons for gender discrimination in 
human resource practices. 

The population of the study was restricted 
to 150 staff members of Federal Airport 
Authority of Nigeria.  Superior and 
subordinates inclusive, 109 employees 
were selected as sample size which was 
determined by Taro Yamane formula. 
The research instrument that was used 
by the study in collecting information 
was the questionnaire. Linear regression 
analysis and the Statistical Package for 
Social Science (SPSS) were the tools used 
to measure the correlation between gender 
discrimination and human resource 
practices. 

The findings revealed that majority of the 
respondents agreed that discrimination 
contributed to the human resources’ 
problem encountered at the Federal 
Airport Authority. The study also revealed 
that 6.4% and 4.9% of the respondents 
strongly disagreed and disagreed 
respectively that there is no strategies to 
be applied to curb gender discrimination, 
while 41% and 44% of the respondents 
strongly agreed and agreed that there 
were some strategies to be applied by 
government to curb gender discrimination 
in Airport Authority. 

The study concluded that more women than 
ever before were in Federal Airport Authority 
of Nigeria and that the women have made 
enormous advancement academically and 
professionally, especially over the last 15years. 
The study concluded that discrimination on 
the basis of gender was a widespread issue in 
various workplace and conclude that in every 
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sector, effectiveness is commonly hurt by 
discrimination  and  employees can suffer from 
devastating effects of gender discrimination 
long after they had been subjected to it at 
their workplaces. 

METHODOLOGY
The research design for the study is de-
scriptive in nature because the study in-
volves eliciting information from some 
employees in the selected banks. This de-
sign was adopted because it has the advan-
tage of using questionnaire without neces-
sarily having to change the environment 
of the study.  This population of this study 
was constituted by the banking sector in 
Kano metropolis.  Three (3) banks were 
selected within Kano metropolis: First 
Bank Plc, United Bank for Africa (UBA) 
Plc and Guaranty Trust Bank (GTB) Plc 
constitute the sample of the study.  These 
banks were chosen based on their proxim-
ity to the researcher as well as the availa-
bility of data and access to the banks, so 
as to save time as well as cost. Specifically, 
the banks were chosen because of the so-
cio-cultural norms of the northern part of 
Nigeria, which is associated with women’s 
participation rate or attrition rate which is 
linked to women’s significantly lower suc-
cess rates in promotion exercises.

The study covered both employer and 
employees within these stipulated banks. 
Since the exact population was unknown, 
the study has adopted a hypothetical sam-
ple of a total number of fifty (50) respond-
ents from each bank, making one hundred 

and fifty (150) respondents.  Bradford 
and Cullen (2012) and Attewell and Rule 
(1991) have stated that hypothetical sam-
ple may be used for an unknown popu-
lation. A purposive sampling technique 
was employed, offering everyone an equal 
chance of being included in the sample. 

The instrument used in the study was 
the questionnaire. The questionnaire was 
structured into two sections; the first sec-
tion was designed to obtain the socio-de-
mographic variables of the respondents 
and the second section focuses on the 
study hypotheses. The questionnaire was 
based on the Resinlikert attitudinal scale 
of study coded in a five point Likert scale 
format. The codes are as follows: Strongly 
Agree (1), Agree (2), Undecided (3), Dis-
agree (4) and Strongly Disagree (5). The 
data for this study were sourced from both 
primary and secondary sources. 

The primary source of data was first-hand 
responses obtained directly from the target 
respondents through questionnaire. The 
secondary data was obtained from existing 
literature in the field of study which was 
available to the researcher such as: journals, 
textbooks, internet materials, unpublished 
write ups etc. The data collected through 
the use of the questionnaire were analysed 
statistically, using descriptive and inferen-
tial statistics. The hypothesis was tested, 
using simple linear regression model with 
aid of the Software Package for Social Sci-
ence (SPSS) v.22 because of its ability to 
present data or information better through 
graphical presentation.
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FINDINGS AND DISCUSSION 
OF FINDINGS
H

01
: Socio-cultural norms do not have effect on employment decision in Kano

metropolis 

Table 4.1: Overall Significance of the Relationship Between-Subjects Effects of Socio-cultural 
norms and employment decision using Univariate Generalized Linear Model

Dependent Variable:   Employment Decision 

Source Type III Sum of 
Squares df

Mean 
Square F Sig.

Corrected Model 137.932a 6 22.989 156.087 .000

Intercept 3.306 1 3.306 22.446 .000

Gender Superiority 3.165 1 3.165 21.489 .000

Sex discrimination 4.633 1 4.633 31.455 .000

Gender  educational difference 6.882 1 6.882 46.728 .000

Cultural belief 2.192 1 2.192 14.884 .000

Religious belief 6.457 1 6.457 43.841 .000

Sexual harassment 1.293 1 1.293 8.782 .004

Error 21.061 143 .147

Total 1515.000 150

Corrected Total 158.993 149

a. R Squared = .868 (Adjusted R Squared = .862). Source: SPSS Computation, 2018

The adjusted R2 = 0.862, also called the 
coefficient of multiple determinations, 
shows that the variance in employment 
decision is explained uniquely or joint-
ly by the change in socio-cultural norm 
in the selected banks. This means that 
no fewer than 86.2% change in employ-
ment decision is caused by a unit increase 
in gender superiority, sex discrimination, 
gender educational difference, culture, 
religious and sexual forms of harassment 
which are collectively termed as the attrib-
utes of socio-cultural norms in the study 
area. Hence, the null hypothesis is rejected 
and the alternate hypothesis is accepted 
that socio-cultural norms have effect on 
employment decision in Kano metropolis. 

A further 13.8% (unexplained) is attribut-
ed to other factors not investigated in the 
model. These other factors may include 
government policy and other working 
conditions. Therefore, there is the need for 
further research that should be conducted 
to investigate the other factors (13.8 per-
cent) that determine the employment de-
cision in the selected banks. 

This variance is highly significant as indi-
cated in the F-value in the corrected model 
(F=156.087 and P < 0.05) and all the six 
(6) proxies of socio-cultural norms are sig-
nificantly related with employment deci-
sion at 5% level. Hence, by comparing the 
weighted sum of regression in Table 4.1, 
notably, the gender educational difference 
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(46.728) and religious belief (43.841) were 
the highest; this therefore implies that 
male employees in the banks are placed in 
strategic positions, over female employees 
based on the religious belief of male su-
periority and the educational advantage of 
male employees over female employees. 

The two other factors - cultural belief and 
sexual harassment - are equally signifi-
cant at 95% confidence level. Thus the 
intercept (22.446) and corrective model 
(155.087) are equally significant at 5%, 

meaning that if a proper corrective meas-
ure was applied to zero or the socio-cul-
tural problems reduced, the decision to 
manage employment in the selected banks 
will significantly improve at 5% level of 
significant.  Likewise, there is the need to 
correct the impression of the management 
on gender educational difference, religious 
belief, sexual discrimination and gender 
superiority as shown in the beta-values of 
the regression parameter in Table 4.2 .i.e 
p<0.05.

Table 4.2: Parameter Estimates Showing the Effect of Socio-cultural norm on Employment Decision

Dependent Variable:   Employment Decision 

Parameter B
Std. 
Error t Sig.

95% Confidence 
Interval

Lower 
Bound

Upper 
Bound

Intercept .751 .159 4.738 .000 1.065 .438

Gender Superiority .626 .135 4.636 .000 .359 .893

Sex discrimination -.320 .057 -5.608 .000 -.433 -.207

Gender educational difference .758 .111 6.836 .000 .539 .978

Cultural belief .384 .099 3.858 .000 .187 .581

Religious belief .411 .062 6.621 .000 .288 .534

Sexual harassment .092 .031 2.964 .004 .031 .153

Source: SPSS Computation, 2018

Sexual discrimination with regression 
parameter (Beta=-0.320) reveals that 
there is an inverse relationship between 
sexual discrimination and employment 
decision and the result is significant at 5% 
level. This means that increase in sexual 
discrimination by 1% would have caused 
32% decrease in employment decision 
and vice-versa. Gender superiority with 
regression parameter (Beta=0.626) implies 
that there is direct positive relationship 
between employment decision and gender 
superiority in the selected banks. This 

means an increase in gender superiority by 
1% will cause an increase in employment 
decision by 62.6%. This result 
complements the observable evidence in 
the study area with the belief that people 
hold that men are superior to women in 
the selected banks in the north central. 
The result is significant at 5% level. 

Also the parameter (Beta=0.758) reveal that 
75.8% of employment decision is affected 
by a unit change in gender education in the 
selected banks, which is equally significant 
at 95% confidence level. Cultural belief with 
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regression parameter (0.384) implies that 
38.4% of employment decision is affected by 
1% increase in cultural belief. Also religious 
belief with regression parameter (0.411) 
indicate that 41.1% of employment decision 
is caused by a unit increase in cultural belief, 
while a 1% increase in sexual harassment 
accounted for 9.2% increase in employment 
decision respectively.  

The directions of impact of all socio-
cultural norms are all positive except that 
of sexual discrimination which reveals that 
women receive less opportunity than their 
male counterparts. This results confirm 
the findings of Baba, Hamman, and 
Yahaya (2015) that social cultural norm, 
most especially gender discrimination, 
influence employment decision to diagnose 
human resource problem in the workplace. 
However, it is inconsistent with the findings 
of Nicole, Kaifi and Khanfar (2013) that 
more women were found in the workplace 
in Kuala Lampor than the male counterpart. 
Therefore it is posited that socio-cultural 
norms have significant effect on the 
employment decision in the banking sector 
in Kano metropolis, Nigeria, at 5% level of 
significant.

CONCLUSION AND 
RECOMMENDATIONS
Findings revealed that gender discrimination 
are related to employment decision 
variables such as women’s employment, 
education, health, economic, religion and 
politics. In Nigeria, the participation of 
women in decision making is quite low 
due to factors such as culture and tradition 
which generally assign greater influence of 
authority, social status and opportunities 
to men and restricts women’s role mainly 
to that of housekeeping. In the same 

vein, this study has confirmed that there 
is perseverance in gender discrimination 
in selected banks in Kano metropolis in 
Northern Nigeria. This discrimination 
ranges from education to employment 
and the reasons for this situation have 
been traced to the historical, cultural, 
traditional, religious and the patriarchal 
structure of the society. The principle of 
federal character, meant to ensure equitable 
representation of states and ethnic groups 
in national appointments, in reality, places 
women at additional disadvantage by 
implying that they can only represent their 
states of origin.

Obviously, gender equality calls for equal 
rights, opportunities, and treatment for 
women and men, girls and boys in all 
domains of life. Women’s right in most 
developing countries like Nigeria are 
still disregarded, especially in strategic 
positions.  For instance, the number 
of women in the upper chamber of 
the National Assembly is 7 out of 109 
senators, 14 in the National Assembly 
out of 360 Legislators; altogether, this is 
equivalent to 4.4% of the whole National 
Assembly. So also the Federal Executive 
Council has 3 Women, which is just 
8.3%, out of 36 Ministers. Henceforth, 
if women are well empowered and have 
proper orientation about life and what it 
takes to become whatever they want to 
be, irrespective of their gender, religion 
and culture then it will thereby enhancing 
national involvement.

It is therefore recommended that: 

i. Nigerian governments (at all levels) 
should liaise with traditional rulers 
in Nigeria and other stakeholders to 
ensure that all harmful and traditional 
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practices which target only women are 
undermined.

ii. The compulsory girl-child education, 
which Nigeria has already adopted, 
should be enforced and sustained and 
there should be adequate measure in 
favour of women to command resourc-
es and have political voices. 

iii. For a country’s development to be 
meaningful, it should enable all will-
ing and able persons, irrespective of 
their sex, to fully participate in income 
generation and compensatory employ-
ment. Therefore, increased participa-
tion of women in the labour force will 
be an indicator of development in the 
Nigerian economy.
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       Abstract
Background: Sickle cell disease (SCD) is a genetic 
disease that results when an individual inherits 
two abnormal haemoglobin genes, one from each 
parent. It has been estimated that about 15,000 
babies (2% of births) are born yearly with SCD in 
Ghana, thus SCD is a major public health issue. 
This study explored the awareness of SCD among 
students of a second cycle institution in Ghana’s 
most populous city, Accra, as well as their knowledge 
about the disease and attitudes towards premarital 
counselling and premarital screening. Responses 
to a self-administered questionnaire were received 
from 115 randomly selected respondents. Findings 
show that 71.3% of respondents were aware of 
SCD. The proportion of females who were aware of 
SCD was higher than males. An interesting source 
from which a good proportion of respondents 
received information about SCD is social media. 
Of those who were aware of SCD, only 54.9% 
knew that it is a hereditary disease. Virtually all 
respondents did not have adequate knowledge 
on the presentation of the disease. As many as 
65.9% of those aware of SCD thought it has a 
cure. While a majority of respondents were aware 
that pre-marital screening has something to do 
with prevention of the disease, only a little over 
a quarter of those aware of SCD knew precisely 
what pre-marital screening for SCD is about. 
Respondents were generally pre-disposed to pre-
marital screening however. The study concludes 
that more intensive education on SCD early in 
the life of the youth, particular about pre-marital 
screening, would help in reducing the incidence 
of SCD in Ghana. More widespread studies along 
the dimensions of this study are recommended.

Keywords: Sickle cell disease, awareness, 
knowledge, Premarital screening, Attitude.
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INTRODUCTION 
Sickle cell disease (SCD) belongs to the 
group of inherited red blood cell disorders. 
Red blood cells are found in the blood 
and are responsible for exchange of gases. 
Normal red blood cells are shaped round 
and carry oxygen to various parts of the 
body. Their round and malleable shape 
enables them to move easily through 
small blood vessels. However, when one 
has SCD the red blood cells, under certain 
conditions, are unable to maintain the 
round and malleable shape. They become 
hard, sticky and sickle shaped, hence the 
phrase sickle cell disease. SCD negatively 
affects the oxygen carrying ability of the 
haemoglobin located in the red blood 
cells. Sickled cells have reduced lifespan, 
from 120 days in normal blood to about 
30 days. Sickled cells adhere readily to 
the small blood vessels which disrupts 
the supply of blood to distal organs. This 
presents as pain to SCD patients. 

Pain is the commonest clinical manifestation 
of this disease and results in tremendous 
suffering, prolonged absence from regular 
duties such as work, school, etc. Individuals 
with SCD experience chronic pain 
compounded with acute pain episodes. In 
a six-month study of adults with SCD, half 
of the respondents reported experiencing 
some level of pain for half of the days, while 
nearly a third noted having pain majority of 
the time, Isah, Musa, Mohammed, Ibrahim, 
Awosan and Yunusa (2016).  

SCD causes severe lifelong morbidity that 
requires prolonged hospital exposure. 
Isah et al. (2016) document that this 
disease affects almost every organ in the 
body. Consequences include acute renal 
failure, gallstones, jaundice, asplenia, 
strokes, and acute chest syndrome among 

others. The many complications of SCD 
can make every stage of life extremely 
challenging for individuals with the 
disease. For example, approximately 10 
percent of children with SCD present 
with obvious symptoms of stroke, which 
result in difficulty in learning and lifelong 
disabilities. This disease is also associated 
with high early life mortality of 50 to 
90%, Grosse, Odame, Atrash, Amendah, 
Piel and Williams (2011).

In addition, Asare et al. (2018) report that, 
SCD also results in high rates of mortali-
ty especially in the first five years of life. 
Reported mortality rates in this age group 
range from 2% to 30%. In the second six 
months of life, the rates have been found 
to be higher due to the common compli-
cations that arise at that age. Pathological 
features of SCD are many. They include, 
delayed growth and development , growth 
retardation, congestive heart failure, pul-
monary infection, fat or bone marrow 
embolism, sickle cell lung disease, pul-
monary hypertension, iron overload, viral 
hepatitis, acute and chronic renal failure, 
and retinal detachment.

The World Health Organisation (WHO, 
2011) and the United Nations (2015) 
have designated SCD as a global health 
problem. SCD is further designated as a 
major public health concern in West Af-
rica including Ghana. The average preva-
lent rate is 2 percent of the population in 
this region, while 10 to 30 percent of the 
population is estimated to carry the sick-
le cell trait. That is, they have the capac-
ity to donate an abnormal haemoglobin 
gene to an offspring. Worldwide, WHO 
(2011) reports that approximately 5% of 
the world’s population carries trait genes 
for haemoglobin disorders of which SCD 
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is one. WHO further reports that over 
300,000 babies are born worldwide each 
year with severe haemoglobin disorders of 
which the majority are in low and middle 
income countries. The medical cost of liv-
ing with SCD too is high. While African 
data is not readily available, United States 
cost data suggest that in 2005 medical 
expenses on children with SCD averaged 
US$ 11,702 per child, Centers for Disease 
Control and Prevention (2018).

History of SCD and Importance of 
SCD to the Youth
This disease was discovered by Dr. J.B. 
Herrick in 1904 and published in 1910 
(Isah et al., 2016). Olubiyi, Umar, Ajiboye, 
Olubiyi and Abioye (2013) report that SCD 
is one of the most common single-gene 
disorders. They add that, it is commonest 
among the black race. The highest 
incidence occurs in equatorial Africa – 
75% of 300,000 world annual births, 
(Makani et al., 2011). One of the reasons 
for this preponderance in equatorial Africa 
is that, sickle haemoglobin gene is believed 
to have developed in response to severe 
malaria endemicity. Gbeneol, Brisibe and 
Ordinioha (2015) report that, the sickle 
cell gene in heterozygous individuals has 
been found to be protective against malaria, 
but not so in homozygous individuals. 
SCD is also common in communities with 
consanguineous marriages such as among 
Arabs and in Indians.

Every individual carries two haemoglobin 
chains. In an SCD carrier, one haemoglobin 
is normal, while the other is a sickled 
haemoglobin. In SCD patients, both 
haemoglobin genes are sickled. An offspring 
becomes infected with SCD when both 
parents donate abnormal haemoglobin 

genes to it. Careers do not show signs of 
the disease. SCD can be detected through 
various tests including blood tests when 
the child is born or through prenatal 
diagnostic testing. Countries such as the 
United States have included SCD testing 
as part of their newborn health screening 
programs (WHO, 2011).

The main point about SCD lies in the 
fact that it is a common, chronic and in-
curable condition with associated signifi-
cant morbidity and mortality. Prevention 
is key in this fight to avoid the cycle of 
problems that come with SCD. Limita-
tions to this process include availability 
of genetic testing resources and genetic 
counselors. Specifically, WHO (2011) says 
the international body has resolved to shed 
more light and raise the awareness of the 
international community on the global 
impact of haemoglobin disorders. WHO 
also seeks to promote and support heavily 
burdened countries by investing more into 
research to improve quality of life and also 
to provide technical and equitable health 
services to support countries in their man-
agement and prevention strategies of SCD.

To this end, it is noted that, in their 
investigation of whether the general 
population appreciates how SCD is 
passed on to off-springs, Abioye-Kuteyi 
et al. (2009) found that a fourth of the 
married and engaged respondents in Ile-
Ife (Nigeria) did not know their partner’s 
sickling status. One-third to two-thirds 
of the study subjects said that they 
would continue the relationship with 
their partner no matter the results of any 
premarital screening. For Ghana, Boadu 
and Addoah (2018) analysed responses 
from 350 university students and found 
that almost all were aware of SCD. 48% 
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of respondents believed that it was an 
inherited disease acquired from parents. 
The authors also found that higher level 
of education and knowing a relative with 
SCD was significantly associated with 
high knowledge of SCD.

Guttmacher Institute (2016) found that 
the risk of unintended pregnancy rate 
among sexually active adolescent women 
aged 15 – 19 in the US was highest 
among all age groups. One interpretation 
of this finding is that sexual partners 
may not have taken precautions such as 
premarital screening for SCD. Assuming 
the same behavior among 15 – 19 women 
in Ghana, the implication for Ghana is 
a high risk of many children with SCD, 
giving that the pregnancies are carried to 
term. For, women aged 15 – 19 constitute 
5% of Ghana’s population, (CIA World 
Factbook, 2018). Also, the 15 – 19 year 
olds are mostly in second cycle institutions 
in Ghana, so the finding by Abioye–
Kuteyi, so the finding by Oyegbade, Bello 
and Osakwe (2009) that tertiary education 
promotes positive sexual attitudes and less 
unintended pregnancies would mostly not 
apply.  Also worth mentioning is Edwin, 
Edwin and Etwire (2011) who stress the 
importance of self-awareness and prenatal 
diagnosis in curbing this disease in Ghana. 
Thus, it is important that this segment of 
the population (adolescents) is thoroughly 
schooled on issues relating to SCD in an 
SCD endemic area such as Ghana. 

This study aims to assess awareness of SCD 
among students of second cycle institutions, 
their knowledge of sickle cell related issues, 
and their attitude to premarital screening 
for SCD. Following this introduction is a 
presentation of aspects of relevant literature. 
Then, the methodology adopted in this 

study is presented, followed by findings and 
discussions, then limitations and conclusions.

LITERATURE REVIEW
SCD is particularly common among 
people whose ancestors are from Sub-
Saharan Africa, South America, Cuba, 
Central America, Saudi Arabia, India, and 
Mediterranean countries such as Turkey 
and Italy. It is estimated that in sub-
Saharan Africa, SCD affects 2% of annual 
births, but lack of compiled reliable 
data makes it difficult to obtain accurate 
statistics in the general sub-Saharan 
African population. However, cohort and 
cross-sectional studies by Grosse et al. 
(2011) puts early life mortality at between 
50 to 90%. More importantly also, it is 
estimated that up to 30% of Ghanaians are 
SCD carriers, (Konotey-Ahulu, 2011).

SCD is called various names in different 
communities in Ghana. It has been known 
for centuries in West Africa, where the 
recurrent seasonal nature of biting limb 
pain gave rise to such onomatopoeic local 
names as: Chewechechwee in Ga, Nuinnui 
in Fante, Nuiduidui in Ewe, Ahututuo 
in Twi (Riddington and Owusu-Ofori, 
2002). These labels reflect the pain that 
sufferers endure.

Management of Sickle Cell 
Disease
Current strategies to control SCD include 
prenatal diagnosis, selective abortion, pre-
marital/preconception counselling and 
testing, holistic management of SCD posi-
tive patients. The management of SCD can 
be expensive.  Edwin et al. (2011) suggest 
that a multi-disciplinary approach is also 
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needed to aid the complete management 
of the patient. 

An important aspect of SCD management 
involves prevention of the disease. The dis-
ease currently has no cure except for stem 
cell transplantation which was done for a 
French teenager in France thereby causing 
this individual to escape the effects of the 
disease (Ribeil et al., 2017).

Reducing the Spread of SCD
Premarital medical screening is a panel of 
tests that couples preparing to get married 
undertake so as to detect any genetic and 
infectious diseases that may be transmitted 
to each other, or off-springs. This forms 
an integral part of genetic counseling 
by which couples and individuals obtain 
necessary information that affects their 
lives as couples so that they can make 
informed decisions about their health. 
Two important ones are SCD and 
human immunodeficiency virus (HIV). 
Premarital screening remains one of the 
most important strategies for preventing 
genetic disorders and congenital anomalies 
(Rahman, Naznin, Giti, Islam and Khatun, 
2014). The history of premarital screening 
dates back to the 1970s in countries such 
as the United States of America for diseases 
such as SCD. It has also been successfully 
implemented in countries like Canada, 
United Kingdom, Greece and Italy with 
a variety of diseases that are peculiar and 
endemic to those regions (Rahman et al., 
2014). 

In Ghana, premarital counseling on many 
aspects of married life is an integral part 
of the process leading to marriage. How-
ever, pre-marital counselling on SCD has 
not been an integral part of traditional 
pre-marital counselling. It is only in re-

cent times that some religious denomi-
nations and public health authorities are 
making pre-marital counselling on SCD 
mandatory, Konotey-Ahulu (2011).

Empirical Studies
Olubiyi et al., (2013) conducted a study 
to determine the knowledge and attitude 
among undergraduate students of Ekiti 
State University in Nigeria towards 
SCD and premarital counseling for early 
detection of carrier genes to help reduce 
the incidence of sickle cell disease. A self-
administered questionnaire was used to 
collect data from 93 randomly sampled 
respondents (from six residential hostels). 
Majority of the students were between 
21-25 years of age with females forming 
the predominant gender of 62.4% of the 
respondents.

Result showed 91 out of 93 respondents 
(97.8%) had heard about sickle cell disease 
previously, a very high level of awareness. 
The study also reports that 90.3% of 
respondents knew their genotype. The rest 
did not. Further, 64.5% of the respondents 
believed that sickle cell disease was a 
major public health challenge in Nigeria 
due to the high incidence of the condition. 
Majority of the respondents (89.2%) 
thought genetic counseling was a means 
of prevention. The increased level of 
knowledge transformed into a positive 
attitude towards premarital counseling. 
94.6% were in favour of pre-marital 
counselling. This suggests that increasing 
public health education, seminars and 
media will propagate the message and help 
reduce SCD prevalence in that country, the 
authors concluded. 

Another Nigerian study conducted by 
Abioye–Kuteyi et al. (2009) assessed the 
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knowledge and attitudes of local government 
workers in Ile-Ife. They conducted a cross-
sectional descriptive study of knowledge 
of SCD and attitudes towards premarital 
screening using a self-administered 
questionnaire. They reported that 69% of 
their study subjects had poor knowledge of 
sickle cell, even though attitudes towards 
premarital screening was positive. Further, 
they reported that good knowledge and 
positive attitudes among those who had 
tertiary education. Most of the respondents 
(86.7%) said they and their sexual partners 
had undergone premarital screening for 
sickle cell disease. However, authors also 
reported that one quarter of married and/
or engaged respondents did not know their 
partners’ sickling status. 

Memish and Saeedi (2011) conducted 
a study in Saudi Arabia on the outcome 
of six years (2004 to 2009) of premarital 
and genetic counseling for SCD and 
B-thalassaemia. The Arabs are known for 
consanguineous marriages, hence high 
rates of the disease due to its autosomal 
recessive nature. They concluded that over 
the six year period, the number of at-risk 
marriages reduced, which could translate 
into a decrease in the burden of this genetic 
disease over the next decades. They also 
asserted that premarital screening gives 
more advantage than neonatal screening 
because the former is primary prevention 
while the latter is secondary or tertiary 
prevention 

Impact of Sickle Cell Disease
Though SCD can be managed medically, 
it still poses a big toll on family life, 
relationships and is in constant competition 
with economic activities of the family. A 
study done in Nigeria showed a significant 

correlation between total burden scores on 
families with SCD and frequency of crisis, 
(Famuyiwa and Akinyanju, 1998). The 
financial burden of SCD was found to be 
enormously high especially during crisis 
as compared to their steady state. This 
burdens the family and disrupts family 
life with as many as 58% of caregivers 
experiencing some level of difficulty 
coping with SCD. They suggested that 
this burden could be reduced significantly 
by reducing the frequency and duration of 
crisis as well as giving families adequate 
information and socio-economic support. 
The primary determinant of family burden 
in SCD is the frequency of sickling crisis. 
A holistic approach to managing SCD 
through the appropriate measures can 
greatly reduce the burden that is associated 
with the disease. 

There is no doubt that SCD is a major 
public health concern that should 
receive serious attention from the health 
authorities. A number of studies on the 
subject using Nigerian subjects have 
been identified here. However, not 
nearly as many Ghanaian studies have 
been documented. This study provides a 
Ghanaian dimension that has not yet been 
investigated.

METHODOLOGY
Given that this study sought to investigate 
a group of people within a particular place 
at a particular period of time, a cross-sec-
tional descriptive design was employed. A 
multi-stage sampling method was used in 
selecting the respondents. The first stage 
consisted of selecting one programme out 
of the five programmes offered in a second 
cycle school by simple random sampling 
method. Programmes are designed to be 
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completed in three years. At the second 
stage, students at any stage of the three-
year programme were randomly selected to 
participate in the study. The school itself 
was selected on the basis of its cosmopoli-
tan and average working class location, its 
non-residential nature, and the fact that it 
admits students of both genders.

Sample Size Determination
For large populations, Cochrane (1963) 
developed the following equation for esti-
mating the sample size, n, if the desired 
precision (significance level) is α, and p is 
the estimated proportion of an attribute 
that is present in the population.
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where, Z is the Z-statistic for the level of 
desired confidence.

For this study, the usual 95% confidence 
interval was invoked. Thus, α = 5%. The 
corresponding Z is 1.96 (from tables).  
Koonotey (2011) suggests a sickle-cell 
carrier rate of up to 30% among the 
Ghanaian population. Thus, p of 30% was 
used. The Cochrane formula suggested a 
sample size of 323. However, this study 
did not achieve a sample size of 323 due 
to time and financial constraints. 120 
students were sampled to participate in 
the study. 

Data Collection 
A self-administered questionnaire was 
used. Prior to this, the informed consent 
of respondents was obtained. The 
questionnaire had both close-ended and 

open-ended questions and were based on 
the objectives of the study as described 
below. The questionnaire was pre-tested 
on some students of the University of 
Ghana Medical School. After the pre-
test, the questionnaire was revised – some 
questions were dropped, new questions 
were added and ambiguous questions 
were reframed. The questionnaire was in 
English. The questionnaire approach was 
preferred for this research because it was 
flexible, affordable and easy to administer. 

The questionnaire was in three sections: 
the first section focused on the socio-de-
mographic characteristics of the respond-
ents (age, sex, marital status and religion); 
the second section sought to establish 
respondents’ awareness and knowledge 
about sickle cell disease; the third sought 
to establish the attitudes of the students 
towards premarital screening for sickle cell 
disease. It was conducted between March 
and April of 2017. 

Ethical Consideration
The researchers approached the Headmistress 
of the second cycle institution with an 
introductory letter from the Department 
of Community Health of the University 
of Ghana Medical and Dental School, 
seeking her permission to administer the 
questionnaire to students in her school. She 
granted her permission. However, due to 
the ages of some of the students (less than 
18, the legal age of maturity in Ghana), the 
Headmistress herself sought the approval 
of parents at the school’s Parent-Teacher 
Association Meeting. The parents gave 
verbal consent. 
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Data Handling, Analysis and 
Presentation
Being a baseline study, this study reports 
responses provided by respondents, often 
expressed as percentages. The results were 
then discussed vis-à-vis findings in the 
literature. Finally, conclusions are drawn 
from the findings. 

Eleven questions were used to assess 
knowledge of SCD of respondents. A re-
spondent was classified as having good 
knowledge if he/she scored 6 and above. 
He/she was  considered to have a poor 
knowledge if he/she scored 5 or less. For 
assessing attitude to pre-marital counsel-
ling, six questions on premarital screen-
ing attitudes were asked. The questions 
required respondents to choose “true” or 
“false” or, “yes” or “no”. A correct answer 
scored one positive point in favour of pos-
itive attitude to pre-marital counselling, 
while an incorrect answer was scored zero. 

Respondents scoring 3 or more were grad-
ed as having positive attitude to pre-mar-
ital counselling. Those scoring less than 3 
were classified as having poor attitude to 
pre-marital counselling. 

RESULTS AND DISCUSSIONS

Background Characteristics of 
Participants
A total of 115 out of 120 questionnaires 
were completed and returned and judged 
to be usable. This translates to a response 
rate of 95.8%. From Table 1, one sees that 
majority of study participants were less 
than 18 years old; followed by those be-
tween 18 and 21 years. Females respond-
ents were in the majority. As expected, 
almost all the students were not married. 
Majority of the participants were Chris-
tians. The rest were Muslims.

Table 1: Demographic characteristics of respondents

 GENDER AGE

GENDER Number of 
respondents

% of total AGE (years) Number of 
respondents

% of total

Male
Female

Total 

52
63

115

45.2
54.8

100

Below 18
18 - 21 years
22 – 25 years

66
47
2

115

57.2
40.9
1.9

100

                            MARITAL  STATUS                            RELIGION

STATUS Number of 
respondents

% of total RELIGION Number of 
respondents

% of total

SINGLE
COHABITING
TOTAL

113
2
115

98.3
1.7
100

CHRISTIAN
ISLAM

102
13
100

88.7
11.3
100
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Awareness of Sickle Cell Disease
The results in respect of awareness of Sickle 
cell disease (SCD) are illustrated in Table 
2. Of the 115 total respondents, 82 were 
aware of the disease. The rest claimed they 
never heard about SCD. Probing further, 
their responses indicate that a higher pro-
portion of females than males had heard 
about the disease. 

The level of awareness in our sample is low 
compared to what was obtained in three 
studies in Nigeria:  Olubiyi et al.. (2013), 
referred to earlier, 97.8% awareness; 
Olaweraju, Enwerem, Adebimpe and 
Olugbenga-Bello (2013) that was also 
con ducted among secondary school 

students in Jos, Nigeria, showed 97.4% 
awareness level; and Omuemu, Obaris-
iagbon and Ogboghodo (2013) awareness 
among undergraduates at the Benin State 
Univer sity, 98.8%.  Authors of the third 
study suggested that this high awareness 
level is probably due to the fact that 
Nigeria is known to be one of the regions 
where SCD is endemic, thus fuelling high 
awareness by the citizenry. In fact, DeBaun 
and Galadanci (2019) reports that, nearly 
90% of the world’s SCD population lives 
in Nigeria, India and the Democratic 
Republic of Congo, and that in Nigeria, 
the prevalence of SCD among newborns 
was 3 percent.

Table 2: Awareness of Sickle Cell Disease

Yes, aware Not aware

Gender Number % of  
respondents 

Number % of  
respondents 

Total Gender 
respondents

Female 48 76 15 24 63 

Male 34 65 18 35 52

Total 82  71 33 29 115

Sources of SCD information

For those who had heard about the disease, an 
attempt was made to assess their sources of 
information. 50% of respondents claimed to have 
heard about SCD at school; 21% heard of it by way 
of social media; 13% heard about it from friends; 
11% heard about it from health workers; while 5% 
heard about it from other internet sources. This 
finding is broadly consistent with that of Ameade, 
Mohammed, Helegbe and Yakubu (2015), who 
reported that their respondents indicated that the 
television, newspapers, radio and the internet were 
their initial sources of information about SCD. It 
must be noted that these two studies are pointing 
to social media, which works via the internet, is 
becoming an important source of information for 
the people. 

Knowledge about How SCD is 
Contracted
54.9% of respondents who knew about SCD, knew 
that it is a hereditary disease; 28% thought it is 
acquired through blood transfusion; 12.2% knew 
nothing about how people get SCD; 2.4% thought 
that it is caused by bad weather conditions; 1.2% 
thought it is caused by a curse; and 1.2% thought 
it is acquired when people are bewitched. In the 
literature, Adewuyi (2000) reported that knowledge 
that SCD was a hereditary blood disorder was as 
high as 91% among African-American women in 
St. Louis, Missouri. 

Knowledge of the Symptoms of 
SCD
To assess, their knowledge on the presentation 
of the disease, participants who responded that 
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they were aware of SCD were presented with a 
list of 11 symptoms and asked to choose which 
symptoms suggest SCD. Participants choosing four 
or more correct symptoms were classified as having 
adequate knowledge of the SCD symptoms. Those 
scoring less were judged as having inadequate 
knowledge. Responses of participants indicated that 
98.8% of the sample had inadequate knowledge 
on the presentation of the disease. Only 1.2% have 
adequate knowledge. 
Isah et al. (2016) report that in a study among 
nursing (second cycle) students in Sokoto, one third 
(34.1%) of respondents were judged to have had 
adequate knowledge of SCD, just slightly lower 
than the 44% reported by students in three major 
universities in Nigeria, namely, Ahmedu Bello 
University, Zaria, University of Nigeria, Nsukka 
and University of Ibadan, Ibadan. Clearly, the 
knowledge of students of the Ghanaian second cycle 
institution woefully lags behind their Nigerian 
counterparts cited here. Although it is also low 
among Nigerians.

Knowledge of Chronicity and/or 
Cure of SCD
Regarding the chronicity and cure for Sickle cell 
disease, 65.9% of respondents of this study who 
aware of SCD thought it has a cure. Of those who 
thought SCD can be cured, 47.6% thought it can be 
cured through medical means; 22% thought it can 
be cured through herbal means; 2.4% said religious 
prayers can cure it; while 28 % said “other” means 
can be used to cure it.
It is unfortunate that as high a percentage as 65.9 
of those aware of SCD thought it can be cured. This 
is finding is important in designing educational 
programmes about SCD, because in Ghana currently, 
there is no cure for SCD. However, advances in bone 
marrow transplantation in the Western world has 
shown the disease is curable in selected patients, 
(Edwin et al., 2011). These authors also indicate 
that prenatal diagnosis and selective abortion have 
been suggested as means of primarily avoiding SCD 
in new born children but ethical issues in respect 
of selective abortion has made this method non-
appealing to many.

Can SCD be Prevented? 
Respondents who were aware of SCD were next asked 
to indicate by what means SCD can be prevented. 
They were to choose one out of a number of options. 

63.4% of them thought testing before marriage is 
the way of prevention; 13.4% of respondents did 
not know how it can be prevented; 11% said it 
can be prevented by avoiding marriage to someone 
with SCD; 8.5% of the respondents said it can be 
prevented by taking medication; 3.7% thought it 
cannot be prevented.   
This study observes that, it is a positive sign that 
as high a proportion as 63.4% has the sense that 
testing before marriage has something to do 
with prevention of off-springs of married couples 
from contracting SCD. However, responses of the 
remaining 36.6% are all problematic, since they 
suggest that respondents do not have any sense 
of how SCD might be prevented. The extent to 
which respondents understand what the testing 
before marriage is really bout is explored under pre-
marital testing below. Suffice it to note here that 
Edwin et al. (2011) recommended that prevention 
of SCD should be targeted at three levels, namely, 
preconceptic genetic testing and strategic 
reproductive choices; education for carrier parents; 
and holistic management for those born with sickle 
cell disease.  

Awareness of their Own Sickling 
Status
This section assessed the attitudes of students 
towards knowing their sickling status. 65.8% 
of the respondents who were aware of SCD did 
not know their sickling status. 34.2% knew. The 
respondents who knew their sickling status reported 
as follows: AA 50%; SC 21.4%; SS 21.4%; and AS 
7.3%. Olubiyi et al. (2013) reported that in their 
study of students of three Nigerian universities 
32% reported that they did not know their own 
genotype. This is half of our percentage

Attitude Towards Finding out 
Sickle Status 
Of the Ghanaian 65.8% who did not know their 
sickling status, 59.3% indicated that they intended 
to find out before they got married. 40.7% did not 
intend to find out. 60% of those who did not intend 
to find out their sicking status before marriage 
said it was because they did not know much about 
the disease. 24% said they were prepared to face 
anything. 16% said they did not see the need to 
find out.
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Pre-Marital Screening 
To assess respondents’ knowledge of pre-marital 
screening for sickling status, the 82 respondents 
who claimed to be aware of SCD were asked 
whether they knew what pre-marital screening for 
SCD was about. They were to choose one correct 
response out of four. Only 27.3% got it right. This 
poor knowledge of what pre-marital screening for 
SCD is contrasts with the finding of Olubiyi et al. 
(2013) in their Nigerian study which revealed that 
in a university, 57% of respondents knew what pre-
marital screening was. One must note however, that 
the Ghanaian cohort being second cycle institution 
students are likely to be less knowledgeable than 
the Nigerian university students, whose educational 
level would be higher, (Boadu and Addoah, 2018).

Compulsory Pre-Marital Screening 
and Importance of Knowing their 
Sexual Partner’s Status
Respondents who were aware of SCD were next 
asked whether they thought it was important to 
know the sicking status of their sexual partners 
91.5% of them thought it was important to know 
their partners’ sickling status. 8.5% did not think 
it was important to know. Then, they were asked 
whether they thought pre-marital screening for 
sickling status should be made compulsory for 
every couple. 76.8% of them said it should be made 
compulsory, while 23.2% did not think it should be 
so. It is heart-warming that such a high percentage 
thought it is important to know the sickling status 
of their sexual partners. 
Next, respondents who said it was important to 
know their partners’ sickling status were asked why 
they thought so. 54.7% of them said this was to 
prevent having children with SCD; 24% said it was 
to prevent SCD infections; 10.7% thought it was to 
know whether one’s sexual partner has SCD; 5.3% 
said it was to determine who to marry; 4.0% said so 
that those with SCD can be treated; 1.3% thought it 
was because SCD can be transferred from one sexual 
partner to another. This question was an open-
ended question which was imprecisely answered. 
For example, it is unclear what respondents meant 
by to prevent having children with SCD. Be that 
as it may, the take home from the responses to this 
question suggests that respondents do not know 
precisely the essence of testing for sickling status.
22 out of the 82 respondents who were aware of 
SCD had partners they intended to marry.  For 

those with partners they intended to marry and who 
were aware of SCD, only two knew their partners’ 
status. 20 did not. For the 20 who did not, 13 said 
they intended to find out before marriage. The rest 
would not bother to know the sickling status of 
their potential spouses, they reported. 
Those who already knew their potential spouses’ 
sickling status (2 of them) and those who expected 
to know by the time of marriage (13 of them) made 
up 15 out of the 22. That is, 68.2% of those who 
had potential spouses would know their partner’s 
sickling status by the time of marriage, all things 
equal. This percentage falls far short of the 91.5% 
who responded earlier that it was important to 
know their sexual partners’ status. Asked about 
encouraging their friends to go through premarital 
testing for SCD, 93.8% of those aware of SCD were 
willing to do so. 6.2% were not willing to do so. 

DISCUSSION
It is clear that along may dimensions of SCD 
evaluated in this study, Nigeria has a higher 
awareness rate of SCD relative to Ghana. Omuemu’s 
et al. (2013), not relating Nigeria to Ghana, explain 
that Nigeria’s high awareness rate may be due to 
the fact that the country is within an SCD endemic 
region. Ghana, which is next door to Nigeria, also 
lies in and SCD endemic region. However, one notes 
that DeBaun and Galadanci (2019) report that 
Nigeria, India and Democratic Republic of Congo 
account for 90% of the world’s SCD population. 
So there may be some truth to the statement by 
Omuemu et al. Indeed, DeBaun and Galadanci also 
report that three percent of births in Nigeria are 
SCD positive. The percentage in Ghana is two. 
The following is noted about respondents who were 
aware of SCD in this study. Even though 63.4% of 
them thought testing before marriage is the way 
to prevent SCD (above), the more precise question 
about what pre-marital screening is reveals that 
respondents’ knowledge is not up to scratch. Only 
27.3% knew precisely what pre-marital screening 
for SCD was. Clearly, some respondents do not 
know the precise meaning, knowledge and purpose 
of pre-marital counselling. Thus, it would appear 
that many respondents have a sense that pre-marital 
screening has something to do with SCD prevention. 
Their knowledge is however imprecise. They must 
be given education about the correct essence of pre-
marital screening.
Naturally, when testing reveals two careers of 
sickling genes who have plans to get married, they 
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would be counselled against marriage. This is bound 
to cause discomfort to the couple. It is suggested 
that SCD knowledge and pre-marital counselling 
be introduced early in school curriculum (second 
cycle) to prepare the minds of such young adults. 
This will also be consistent with the literature that 
more education is consistent with more knowledge 
of SCD. 
On the bright side though, as many as 91.5% of 
respondents of this study, who are aware of SCD 
agreed that it is important to know their partners’ 
sickle status. Also positive is that 93.8% of those 
aware of SCD said they would encourage their friends 
to go through premarital counselling and testing 
for SCD. Such positive pre-disposition towards 
pre-marital counselling should help in getting 
them to participate in pre-marital counselling 
sessions. Important as respondents say they perceive 
premarital screening, getting them to actually do 
so will not come easy, given that responses received 
in this study suggest that only about 68.2% expect 
to know their partners’ sickling status by the time 
of marriage. 

LIMITATIONS OF THE STUDY
Although the present research revealed a number of 
interesting findings, it is not without limitations. 

The research only focused on subjects from one 
second cycle school. Perhaps a different picture 
would have emerged if the study had been 
extended to individuals in the other secondary level 
institutions. Also, the sample size used in the study 
was small (due to lack of resources).

CONCLUSION
The outcome of the current study has a role to 
play in future health programme planning and 
evaluation for sickle cell disease services in Ghana. 
It is clear that there is need for increased awareness 
on sickle cell disease, how it is transmitted from 
carriers to their off-springs and therefore how its 
incidence may be reduced. Education on sickle 
cell disease will help orient the social behaviour 
of young individuals using social media as well 
as educational facilities. Policies are needed to 
ensure easily accessible community-wide sickle cell 
screening and premarital and genetic counselling 
services to achieve the desired decline in new births 
of children with SCD.
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       Abstract
Even though Ghana’s National Health Insurance 
Scheme (NHIS) has been hailed as a success story 
of health financing in developing countries, it is 
facing serious challenges of financial sustainability. 
This has been attributed to several factors including 
low premium contribution by the informal sector, low 
health insurance levy (NHIL) and large exemption 
package. However, no study has been done to 
explore options for reforms to sustain the scheme.  
The objective of this study was to explore options 
for reforms to sustain Ghana’s National Health 
Insurance Scheme. 
A cross-sectional survey of five hospitals within the 
Greater Accra Region of Ghana was conducted. 
Questionnaire was administered to a total of 596 
patients. Data was analysed with the aid of SPSS 
version 20 using descriptive statistics and chi-
square analysis. 
The results showed that only 2 in 10 respondents 
approved of increasing premium as a means of 
raising revenue to sustain the scheme. About 4 in 
10 were in favour of increasing the NHIL. About 5 
in 10 were in favour of co-payment for in-patients 
services, while about 3 in 10 approved of co-
payment for out-patient services. Over 7 in 10 
respondents were in favour of other forms of taxes 
such as company tax and sin tax. 
Tax sources of revenue will be the most feasible 
option to ensure financial sustainability of the 
NHIS.  Increasing the NHIL from 2.5% to 4% or 
5% will improve the financial position of the NHIS. 
Co-payments could be introduced as a temporary 
measure.

Keywords: health insurance, patients, exemption 
mechanisms, children, primary care, access
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Introduction  
The key motive for adoption of a World 
Health Assembly Resolution in 2005 on 
financial protection was the large amount 
of household out-of-pocket payments for 
medical expenses, resulting in household 
financial disruption and impoverishment 
(World Health Organization, 2005). To 
reduce financial impoverishment resulting 
from out-of-pocket expenditure, attention 
is increasingly given to universal health 
coverage (UHC), that is, to improve access 
to needed, effective services while pro-
tecting users from financial ruin (Kutzin, 
2012). The assertion by the former Di-
rector General of WHO, Margaret Chan, 
that UHC is “the single most powerful 
concept that public health has to offer” 
lends credence to the importance of UHC 
(Lagomarsino, Garabrant, Adyas, Muga, & 
Otoo, 2012). 

There are two main options for achieving 
universal coverage (Bärnighausen & Sauerborn, 
2002; Carrin, James, & Organization, 
2004; Immergut, 1992; Kutzin, Ibraimova, 
Jakab, & O’Dougherty, 2009). First, 
general tax revenue similar to the United 
Kingdom scheme. Secondly, social health 
insurance (SHI), which requires mandatory 
membership for all the population. 
However, a third hybrid system which 
has the features of tax revenue and SHI, is 
emerging in many countries. They have 
clearly specified segment of the population 
partially covered via general tax revenue, 
and others by health insurance (Carrin et 
al., 2004; Kutzin, 2012; Lagomarsino et al., 
2012). A system of private health insurers 
may also be in place, but one that is subject 
to government regulatory powers, especially 
ensuring a specified benefit package of care 
(Carrin et al., 2004).

Many countries in Sub-Saharan Africa and 
Asia have embarked on health insurance 
reforms within their socio-economic 
contexts, in order to attain UHC (Lago-
marsino et al., 2012) In 2003, Ghana 
launched a National Health Insurance 
Scheme (NHIS) under Act 650 as a further 
step towards equitable and financial access 
to basic health services. The scheme was 
introduced countrywide in 2005. The 
introduction of the NHIS has resulted 
in tremendous improvement in access to 
healthcare in Ghana. For example, out-
patient attendance increased from about 
0.6 million in 2005 to over 27,000,000 
million in 2013 (National Health Insurance 
Authority, 2011, 2013). Currently, about 
38% of the Ghanaian population are 
active members of the scheme; over 80% 
of out-patient attendants are insured with 
the NHIS; and over 80% of internally 
generated funds of health facilities in 
Ghana are from the NHIS. 

However, the NHIS is currently at a cross-
road in respect of its financial sustainability. 
The scheme reached a turning point in 2010, 
with expenditure outpacing revenues for 
the first time because of rapidly increasing 
use and costs (Lagomarsino et al., 2012). As 
of 2011, the scheme was financed primarily 
through progressive VAT (NHIL) which 
formed 73% of the National Health 
Insurance Authority (NHIA) funding, 
followed by Social Security and National 
Insurance Trust (SSNIT) contributions 
(17.5%), interest on investments (5.2%), 
and premium payment (4.5%) (National 
Health Insurance Authority, 2011). 
Against this background, over 60% of 
beneficiaries are exempted from payment 
of premium. These include all children 
below 18 years (who constitute close to 
50% of Ghana’s population), the elderly 



122

African Journal of Management Research (AJMR)

AbuosiExploring options for financial sustainability  

(70 years and above), all pregnant women 
and all those who are very poor (National 
Health Insurance Authority, 2011). This 
presents a sustainability problem, in that 
revenue is decoupled from the growing 
membership(Witter & Garshong, 2009). 
Meanwhile, about 95% of all diseases in 
Ghana treated by both public and private 
health care providers are covered by 
the scheme (National Health Insurance 
Authority, 2011).  

In 2013, the NHIS commemorated 10 
years of its existence with an International 
Conference which was attended by par-
ticipants from over 40 countries. For im-
provement in the operations of the NHIS, 
participants recommended that the NHIA 
should, among others, lobby Parliament to 
increase the funding sources of the NHIS 
and increase the earmarked tax (NHIL). 
Participants also recommended that the 
benefit package should be reviewed in 
line with best practices and international 
evidence; cost containment and prudent 
financial management measures should be 
pursued; and continue to provide exemp-
tions for the poor and vulnerable (National 
Health Insurance Authority, 2013).  

Anecdotally, there has been much dis-
course among Ghanaians about possi-
ble options for reform. Some of the areas 
include a call to charge actuarially fair 
premiums; increase in the NHIL rate; 
introduction of copayment; a review of 
the targeted exemptions to allow many 
pregnant women who could afford to con-
tribute premium; include only children 
below five years; covering only primary 
level health care with health insurance, 
and imposing additional taxes such as ‘sin’ 
tax, corporate tax, air tax, or tax on oil or 
gold revenue. To the best of the authors’ 

knowledge no comprehensive study has 
so far been undertaken to provide insights 
into the feasibility of some of the options 
for health insurance reform in order to sus-
tain the NHIS. This study therefore seeks 
to fill this gap.  

Methods 

Research Design 
The study was a cross-sectional survey 
of selected health facilities within 
Greater Accra Region of Ghana in 2016. 
Questionnaire was developed to elicit 
views of patients on appropriate financing 
options to sustain the NHIS. Patients 
were chosen for this study because of their 
immediate experience of health care and 
the costs involved, at the respective levels 
of health care. Three types of patients were 
included: out-patients, in-patients and 
maternity clients (antenatal, delivery and 
postnatal). 

Study setting  
The study was carried out within the 
Greater Accra Region. The reason for 
choosing Greater Accra is that it is the na-
tional capital of Ghana, and all the types 
of health facilities can be found in Accra, 
including primary and high-level referral 
hospitals, as well as a mix of government, 
quasi-government, private and mission 
health facilities.  

Sampling methods 
The study employed multi-stage 
sampling method to select respondents 
for interview. First of all, health facilities 
were purposively selected according to 
their types. These include one teaching 
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hospital, one regional hospital, one general 
government hospital, one private hospital, 
one mission and one quasi-government 
hospital. However, it was not possible to 
gain access to the teaching hospital due 
to time constraints. Within the health 
facilities convenience sampling were used 
to select patients for interviews. The 
exit interview method was used, that 
is, patients who received treatment and 
were about to leave the health facility 
were contacted, and those who consented 
were interviewed. The inclusion criteria 
were out-patients, in-patients and women 
who visited health facilities for maternity 
services such as antenatal care and 
deliveries. Convenience sampling was used 
for selecting patients, since all categories 
of patients visit and leave health facilities 
at different times.  

Sample size determination 
The sample size of patients who were in-
terviewed was determined with the aid of 
OpenEpi version 2, open source calculator 
–Sspropor.  

The sample size formula that was used is 
as follows:

where,  

n     = sample size 

deff = design effect 

N   = population size  

pˆ = the estimated proportion

qˆ	=	−1pˆ

d  = desired absolute precision or absolute                      
        level of precision 

OpenEpi suggests that a default popu-
lation of 1,000,000 as the maximum for 
determining any sample size. Since it was 
difficult to determine the population of 
patients in the Greater Accra Region for 
the current year, we used 1,000,000. The 
design effect was 1.5 in line with the 2014 
Ghana Demographic and Health Survey 
(Seddoh & Akor, 2012). The sample size 
determined was 576. To cater for non-re-
sponse, 10% of the sample was added, 
which gave a new sample size of 634. The 
sample was divided proportionally accord-
ing to the bed capacity of the selected hos-
pitals. Bed capacity is a proxy of hospital 
size (Akazili, Garshong, Aikins, Gyapong, 
& McIntyre, 2012). However, the final 
sample size was 596, representing 94% of 
respondents.    

Instruments and data collection 
The questionnaire was designed according 
to the respective financing options for sus-
tainability of the NHIS. The major options 
include a review of the revenue sources, a 
review of the exemption scheme, a review 
of the health insurance benefit package 
and other proposed options.  

Ethical considerations  
Adhering to ethical standards in research 
is essential. In this regard, ethical approval 
was taken from University of Ghana 
Ethics and Review Committee (ECH 
052/15-16) before commencing data 
collection. Approval was also taken from 



124

African Journal of Management Research (AJMR)

AbuosiExploring options for financial sustainability  

Ghana Health Service and management 
of the selected health facilities. Patients 
who volunteered to participate were 
asked to consent either by signing or 
word of mouth before a questionnaire was 
administered. Other ethical standards of 
scientific research were duly observed.   

Data analysis 
IBM SPSS version 20 software was used for 
performing all statistical analysis. These 
include frequencies, mean distributions 
and chi-square analysis respectively. 
Findings were then discussed according to 
the objectives, vis-à-vis extant literature. 

Results  
The socio-economic indicators in Table I 
show that 375 (63%) of respondents were 
female. In terms of age, respondents aged 
18 to 20 years were 62 (10%). Those with-
in the 21-30 age group were in the major-
ity, 200 (34%), followed by those within 
the 31-40, 167 (24%). Those who were 
51 years and above constituted the lowest 

proportion of respondents, 75 (13%). Mar-
ried respondents were in the majority, 338 
(58%). With regard to educational level of 
respondents, those who had no formal edu-
cation were the least, 56 (9%). Majority of 
respondents, 208 (35%), were people with 
tertiary level education, while respond-
ents with primary/junior high school level 
and secondary/vocational/technical levels 
were 169 (29%) and 160 (27%) respec-
tively. Regarding the occupational status 
of respondents, farmers/fishers were the 
least respondents, 15 (2%), followed by 
the unemployed, 47 (8%); while artisans, 
hairdressers and traders were in the major-
ity, 238 (40%), followed by government/
company workers, 150 (26%). In terms of 
income levels of respondents, those who 
earned GH¢100 ($25) or below were 338 
(57%), while those who earned GH¢101 
and above were 258 (43%).  A little above 
half, 308 (52%) of the respondents were 
out-patients with general disease condi-
tions. In-patients were 171 (29%), while 
116 (19%) were maternal conditions. 
About 90% (525) of all respondents were 
insured. 

Table 1. Socio-economic and other background characteristics of respondents.

Characteristic Frequency Percent

Sex Female 
Male 
Total 

375
219
594

63
37
100

Age 20 years and below 
21 to 30 years
31 to 40 years
41 to 50 years
51 years and above 
Total 

62
200
167
88
75
592

10
34
28
15
13
100

Marital status Never married 
Married 
Total 

240
338
578

42
58
100
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Educational status None 
Primary/JHS
Secondary/Voc/Technical
Tertiary 
Total 

56
169
160
208
593

9
29
27
35
100

Occupation None 
Student 
Farmer/Fisher
Artisan/Hairdresser etc
Govt/Company employee
Total 

47
142
15
238
150
592

8
24
2
40
26
100

Level of income 100 and below 
101 and below 
Total 

338
258
596

57
43
100

Patient type Out-patient
In-patient 
Maternity 
Total  

308
171
116
595

52
29
19
100

Insurance status Insured 
Uninsured 
Total 

525
64
589

89
11
100

Respondents were asked about options for 
reform of the NHIS. The options related 
to issues that were often discussed by vari-
ous stakeholders in Ghana, including ordi-
nary citizens, the media, religious groups, 
and civil society organizations. From the 
responses shown in Table 2, it is observed 

that 127 (22%) respondents were in favour 
of increasing the insurance premium above 
the prevailing average amount of GH¢24 
($6). Majority, 405 (70%) respondents 
were against any increase, with 47 (8%) 
not sure whether premium should be in-
creased or not.

Table 2. Options for reform of the NHIS

  Options of for reform N Yes
 (%)

No 
(%)

Don’t Know
(%)

The amount of NHIS premium should be increased 579 22 70 8

The VAT rate should be more than 2.5% 578 39 49 12

The SSNIT levy should be increased 579 40 45 15

SSNIT contribution should be a percentage of workers income 574 36 47 17

Companies should be taxed for NHIS 572 82 14 4

There should be tax on habit-forming goods 574 89 8 3

There should be special tax on oil or gold revenue 575 80 16 4

There should be special aviation tax for NHIS 574 68 23 9

There should be special communication tax for NHIS 570 70 22 8

Some pregnant women should pay premium 553 17 76 7

Parents should pay premium for children above 5 years 571 31 62 7
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Co-payment should be introduced for out-patient care 573 27 64 9

Co-payment should be introduced for in-patient care 572 44 46 10

NHIS should cover only primary care 543 6 91 3

From Table 3, the average amount proposed 
by those who were in favour of increasing the 
premium was GH¢40 ($10) per year. The 
median and model amounts were GH¢35 
and GH¢30 respectively. It is observed that 
all the proposed premiums were more than 
the initial minimum premium of GH¢ 7.20 
(less than $2). However, they are less than 
the initial maximum premium of GH¢ 48 
($12) set by the NHIS policy framework 
(Abiiro & McIntyre, 2012). The maximum 
premium was however hardly implemented 
anywhere in the country.  

Regarding increasing the NHIL (VAT) 
above the current rate of 2.5%, 227 (39%) 
were in favour, while 280 (49%) were 
against, and the rest, 71 (12%) were not 
sure. The mean, median and modal rates 
proposed were 4.21%, 4% and 3% respec-
tively (Table 3). 

Formal sector workers contribute 2.5% 
of their pension contribution (SSNIT) to 
the insurance scheme. On whether this 
rate should be increased, 232 (40%) of 
respondents were in favour, while 261 
(45%) were against, with 86 (15%) not 
sure. The mean, median and modal rates 
proposed were 4.37%, 4% and 3% respec-
tively (Table 3).   

Informed by the public discourse and 
practices in other countries, respondents 
were asked whether formal sector workers 
should contribute a proportion of their 
gross salary instead of a percentage of 
SSNIT contribution which was the 
prevailing practice, and which is far less 
than a proportion of gross salary. Thirty-

six percent (203) of the respondents 
were in favour of formal sector workers 
contributing a percentage of their gross 
salaries, while 271 (47%) were against, 
with 100 (17%) not sure.  

Opinions of respondents were also 
sought on other sources of tax beyond 
the prevailing 2.5% consumption tax 
(VAT). An overwhelming majority of 
respondents, ranging from about 405 
(70%) to about 521 (90%) were in favour 
of raising revenue from other sources of 
tax including tax on company profits, 
special tax on gold or oil revenue for 
health, aviation tax, communication tax 
on telecommunications companies and 
‘sin tax’ on habit-forming goods such as 
alcohol and cigarettes. The mean rates for 
the respective proposed taxes ranged from 
9-13%, with 25.36% proposed for ‘sin 
tax’. The median and modal rates proposed 
ranged from 2-5% (Table 3). 

One of the most debated issues on sus-
tainability of the health insurance scheme 
in Ghana is the blanket exemption of all 
pregnant women from contributing to the 
scheme. Some school of thought argues 
that a means test should be developed to 
identify and exempt only women who 
are really poor, so that women who could 
afford could contribute to sustain the 
scheme. This question was posed to the re-
spondents. More than three-quarters, 422 
(76%) of respondents were against any 
move to let some pregnant women con-
tribute insurance premium. However, 93 
(17%) of respondents were in favour, with 
38 (7%) not sure.  
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Similar to the pregnancy exemption argu-
ment, some people argue that instead of 
a blanket exemption of all children be-
low 18 years, who happen to constitute 
the majority of Ghana’s population, only 
the conventional under-five years chil-
dren who are more vulnerable should be 
exempt, so that parents pay the premium 
of children who are five years and above. 
A considerable number, 174 (31%) is in 
support of this view. However, majority, 
357 (62%) is against, with 40 (7%) not 
sure. The mean amount proposed for chil-
dren as premium was GH¢8.38 ($2) per 
year (Table 3). 

Co-payments are practiced in other 
developing countries with similar health 
insurance schemes. Respondents’ views were 
sought regarding co-payments. While 154 
(27%) were in favour of co-payments  for 
out-patient care, 368 (64%) were against, 
with 51 (9%) not sure. For in-patient care, 
249 (44%) were in favour of co-payments, 

263 (46%) were against, with 60 (11%) 
not sure. The mean, median and modal 
annual amounts proposed as co-payments 
GH¢39 ($10), GH¢30 ($7.5) and GH¢50 
($12.5) respectively, for out-patients; and 
GH¢48 ($12), GH¢36 ($9) and GH¢100 
($25) respectively, for in-patients. Co-
payments with regard to the contribution 
of the patient normally depends on the 
total health cost per person. However, since 
the NHIS in principle covers virtually 
the total cost of care, the proposed co-
payments were amounts respondents were 
willing and able to contribute in order to 
ensure sustainability of the scheme. 

Finally, on whether the insurance scheme 
should dwell on primary care where many 
people access health care, and which is 
less expensive compared with secondary 
and tertiary levels, this was virtually re-
jected by all respondents, with 493 (91%) 
against; 36 (6%) in favour and 14 (3%) 
not sure. 

Table 3. Descriptive statistics of options for reform

Options for reform N Min. Max. Mean Median Mode Std. Dev
Suggested premium (amount) 101 10 100 40 35.00 30 14.958

Suggested VAT rate (%) 191 1 10 4.21 4 3 1.706

Suggested SSNIT rate (%) 190 1 10 4.37 4 3 1.809

Suggested company tax rate (%) 248 1 10 3.81 3 2 2.768

Suggested habits goods tax rate (%) 357 1 90 25.36 15 10 24.326

Suggested oil or gold tax rate (%) 275 1 20 6.49 4 2 6.143

Suggested oil aviation tax rate (%) 239 1 15 5.2 3 2 4.592

Suggested communication tax rate (%) 287 1 20 6.51 5 5 5.333

Suggested premium for pregnant 
women (amount) 

78 1 80 13.1 10 1 14.121

Suggested premium for children above 
5 years (amount) 

137 1 60 8.38 3 2 10.381

Suggested amount of co-payment for 
out-patient care 

105 5 100 38.98 30 50 26.534
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Bivariate analysis was done to determine 
the association between patients’ charac-
teristics and some key reform indicators 
such as payment of premium and VAT 
rate. Chi-square was used to test for sig-
nificance in the association. Only signifi-
cant associations were reported. From Ta-
ble 4, the results show that compared with 
La General hospital, which is an urban 
government hospital, patients in Dodowa 
government hospital which is a rural hos-
pital were more likely to reject any pro-
posal to increase insurance premium. It is 

also observed that patients in Ridge Hos-
pital which is a referral (secondary) hos-
pital were more likely to reject proposals 
for premium increase compared with the 
other hospitals.  

The results also show that those in the 
middle to elderly age groups, from 41 
years to 50 and beyond were less likely to 
accept increase in premium. Finally, those 
within the relatively lower income bracket 
(GH¢100 and below) were less likely to 
accept increase in premium.

Table 4. Cross-tabulation of patient characteristics and willingness to increase premium

Patient characteristic No 
(%)

Yes
(%)

N
(%)

p-value

Name of hospital

Ridge Hospital 111
(89)

14
(11)

125
(100)

La General Hospital 133
(85)

24
(15)

157
(100)

Dodowa Hospital 77
(93)

6
(7)

83
(100)

0.000

Pentecost Hospital 61
(48)

65
(52)

126
(100)

Ashongman Community Hospital 22
(51)

21
(41)

43
(100)

Age

20 years and below 40
(71)

16
(29)

56
(100)

21 to 30 years 144
(79)

38
(21)

182
(100)

31 to 40 years 101
(67)

50
(33)

151
(100)

0.028

41 to 50 years 64
(83)

13
(17)

77
(100)

51 years and above 51
(80)

13
(20)

77
(100)

Income
100 and below 251

(82)
55
(18)

306
(100) 0.000

101 and above 153
(67)

75
(33)

228
(100)
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From Table 5, the results show that 
patients in Ridge and Dodowa hospitals 
were again more likely to reject increase 
in tax compared with patients in the 
other hospitals. Respondents with 
relatively higher incomes (GH¢101 and 
above) were less likely to approve of tax 

increase. Respondents from the secondary 
to tertiary level education were also less 
likely to approve of tax increase. Farmers 
and artisans were also less likely to accept 
tax increase. Finally, compared with those 
insured, the uninsured were less likely to 
approve any increase in tax.

Table 5. Cross-tabulation of patient characteristics and willingness to increase tax (VAT)

Patient characteristics No Yes N* P-value 

Name of Hospital

Ridge Hospital 85
(72)

33
(28)

118
(100)

La General Hospital 117
(76)

37
(24)

154
(100)

Dodowa Hospital 9
(11)

74
64

83
(100)

0.000

Pentecost Hospital 56
(47)

64
(53)

120
(100)

Ashongman Community Hospital 13
(41)

19
(59)

32
(100)

Income level

100 and below 150
(50)

150
(50)

300
(100)

0.003
101 and above 130

(63)
77
(37)

207
(100)

Educational level

None 19
(49)

20
(51)

39
(100)

0.002

Primary/JHS 90
(64)

50
(36)

140
(100)

Secondary/Voc/Technical 83
(62)

52
(39)

135
(100)

Tertiary 87
(45)

105
(55)

192
(100)
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Occupation

None 23
(64)

13
(36)

36
(100)

Student 32
(24)

102
(76)

134
(100)

Farmer/Fisher 8
(80)

2
(20)

10
(100)

0.000

Artisan/Hairdresser etc. 129
(67)

63
(33)

192
(100)

Government employee 56
(65)

30
(35)

86
(100)

Company worker 31
(65)

17
(35)

48
(100)

Insurance status

Insured 240
(53)

212
(47)

452
(100)

0.002

Uninsured 38
(75)

13
(25)

51
(100)

*N represents the number of respondents of each patient characteristic

Discussion  
The aim of this paper was to explore options 
for sustainability of Ghana’s National health 
insurance scheme which is now facing serious 
difficulties as far as financial sustainability 
is concerned. Generally, findings from our 
study suggest that increasing premium 
as a way of generating revenue to sustain 
the NHIS may not receive favourable co-
operation from Ghanaians, as more than two-
thirds of respondents in our study were not 
willing to pay higher premiums. Indeed, the 
insignificance of premium as a reliable source 
of income in Ghana is obvious, considering 
that it contributes to only 4.5% of NHIS 
revenue (National Health Insurance Authority, 
2011). Our findings also suggest that should 
there be need to increase premium it should 
not exceed GH¢40 ($10) per year which is 
the mean premium proposed. Currently the 
premium in Accra is GH¢24 ($6), which is 
about the highest in the country. De Allegri, 
Sauerborn, Kouyaté, and Flessa (2009) report 
that aside the premium, the scheme also 

takes registration fees. Low registration is 
also influenced by household heads having 
to register many dependents both children 
who qualified to be exempted but had to pay 
registration fees.  

It is significant to note that patients in 
rural areas and those attending higher level 
hospitals were more likely to reject attempts 
at increasing premium. This implies that 
rural people who are usually farmers/fisher 
folks with meagre and irregular incomes are 
already having difficulties in paying current 
premium and may be worse off in the event 
of any increase in premium. Similarly, patients 
attending higher level referral hospitals 
may be spending more than what insurance 
covers including transportation costs as well 
as payments for drugs not covered by health 
insurance. Thus, the reluctance for any increase 
in insurance premium, since it will add to cost 
of health care.  

Regarding increasing tax beyond 2.5%, even 
though about 40% of respondents were in 
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favour, it may be argued that this proportion 
is relatively higher than expected because 
respondents are not paying directly out-of-
pocket. Notwithstanding this argument, it may 
also be argued that tax which contributes 73% 
of the insurance revenue in Ghana (National 
Health Insurance Authority, 2011)  is the main 
strength of the scheme, and therefore a more 
acceptable option by Ghanaians. Seddoh and 
Akor (2012) argue that Ghana’s policy makers 
consider an earmarked tax to be politically 
acceptable, as long as the new revenues would 
be spent on health. In spite of the tendency for 
consumption taxes to be regressive, evidence 
shows that Ghana’s consumption tax is actually 
progressive (Akazili et al., 2012). Our findings 
therefore suggest that in spite of the majority 
being against tax increase, it will be a better 
option in terms of sustainability compared 
with increase in premium. It is however, 
important to emphasize that the feasibility of 
collecting tax is beyond the scope of this study. 
The merits and demerits of taxation and other 
revenue sources of Ghana’s NHIS has been well 
debated by Abiiro and McIntyre (2012)  De 
Allegri et al. (2009) also identified operational 
difficulties hampering the successful 
development of community health insurance 
in sub-Saharan Africa. 

With respect to exploring other sources of tax 
such as special tax on gold or oil revenue for 
health, aviation tax, communication tax on 
telecommunications companies and ‘sin tax’ 
on habit forming goods, the high approval 
for these taxes to be paid may be due to the 
fact that it has no direct effect on respondents’ 
out-of-pocket payments. It may also be argued 
that some respondents neither understand the 
tax system nor the implications of taxes. On 
the other hand, it may be a genuine desire by 
respondents for ‘sin tax’ to be imposed in or-
der to deter people from consuming the goods 
involved. It should be noted that some of these 

unconventional sources of taxes are explored in 
other developing countries. For example, the 
National Health Insurance Scheme in Nigeria 
is proposing an earmarked national tax on mo-
bile telephone bills to finance health coverage 
(Joint-Learning-Network, 2016).

More than one-quarter of respondents 
endorsed the introduction of co-payments 
for out-patient care, while almost half 
endorsed co-payment for in-patient care. The 
endorsement by some respondents for co-
payment is a proposal that demands a critical 
look. It may be argued that respondents are 
endorsing co-payment out of desperation, for 
fear of the eventual collapse of the insurance 
scheme and possible re-introduction of the 
unpopular user fees system known as “Cash-
and-Carry”. I A Agyepong (2013) argues that 
without the horrible experience of user fees, it 
might have been harder to get Ghanaians to 
embrace the concept of an alternative in the 
form of health insurance so enthusiastically. 
Irene Akua Agyepong and Adjei (2008) report 
that the pinch of out of-pocket fees under the 
“Cash-and-Carry” system was felt not only 
by the poorest, who usually suffer most from 
regressive taxation, but also by middle-income 
groups. Even those in the higher income 
brackets felt the pinch, especially given that 
traditional extended family structures which 
obliges the better off to provide financial 
support in times of financial crises are still 
strong in Ghana.  

Considering the fact that in-patient costs are 
more likely to be catastrophic compared with 
outpatient costs, it is ironical that respondents 
were more likely to propose in-patient services 
for co-payments than out-patient services. The 
choice of co-payment for in-patient care may 
therefore be reluctant one. Notwithstanding 
the preceding argument, it is also possible 
that respondents have carefully thought-
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through their choice. Out-patient (primary) 
care is more frequent and preventive in 
nature. Lagomarsino et al. (2012) argue that 
the tendency of past health insurance models 
to place emphasis on in-patient services due 
to its low-probability but high costs is no 
longer tenable, since chronic illnesses such as 
hypertension and diabetes which are on the 
rise are also costly to treat at the out-patient 
(ambulatory) care level. Besides, coverage of 
preventive and primary care has been reported 
to have a greater net benefit to the population 
compared with coverage of in-patient services 
(Lagomarsino et al., 2012). Thus, when care at 
that level is covered by insurance, preventive 
treatment may reduce incidence of in-patient 
care. In view of the argument that co-payment 
is probably a reluctant option, policy makers 
may consider introducing co-payment as a 
temporary sustainable measure and work 
towards its removal in future. 

Finally, the apparent rejection by respondents 
against limiting insurance to only primary 
level is an important finding. Snippets of 
information from a committee constituted 
by the government of Ghana to review the 
insurance scheme however, suggests that this 
is a key proposal of the committee. The detail 
modalities are not yet known, but it will be 
interesting to see how this will play out. It 
also raises fundamental questions about the 
principles of universal health coverage, which 
is that all people should have access to essential 
health care at affordable cost. Limiting 
insurance to only primary level implies that a 
section of the population will be denied access 
to secondary or tertiary level care. However, 
according to Kutzin (2013) it is more useful 
to think of UHC as a direction rather than a 
destination.

Conclusions  
The need to reform the NHIS to ensure its 
sustainability is generally acknowledged by 
respondents. However, the feasible approach 
seems to be a tax option, whether through in-
creasing the prevailing 2.5% NHIL or intro-
ducing other unconventional forms of taxes. If 
co-payments will be introduced, it should be a 
temporary measure, and it should be limited 
to inpatient services. Increasing premium con-
tribution may not yield any significant effect. 
Limiting the exemption package to children 
under five years instead of children below 18 
years; excluding some pregnant women from 
the exemption package; and limiting services 
to primary level only may not be popular op-
tions.  

Limitations of the study 
In spite of the relevance of this study, it has 
some limitations. First of all, there are other 
factors affecting financial sustainability of the 
NHIS. For example, Schieber, Cashin, Saleh, 
and Lavado (2012) observe that severe opera-
tional inefficiencies within the NHIS, particu-
larly in processing claims is a major bane of its 
financial sustainability. They argue that sim-
ply increasing revenues to pay for expansions 
results in very poor value for money if the base 
system is inefficient. There is therefore the 
need for further research to aim at improving 
the operational efficiency of the NHIS.  

Findings of this study may also need to be 
interpreted with caution, since the sample 
is taken from only one region of Ghana, the 
Greater Accra region. It may not be possible 
to generalize nationally. There is therefore 
need for a nation-wide study to validate these 
findings. There was no tertiary level hospital 
in the study, and therefore views of patients 
who were attending tertiary hospital at the 
time were not included, thus findings may 
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not be generalizable to all levels of care in 
Ghana. Finally, being a cosmopolitan area, 
most respondents were salaried income earners 
and small scale traders. Few respondents were 
farmers and fisher folks, whose occupations 
are synonymous with low incomes. However, 

findings from Dodowa government hospital 
which is rural may be more likely to be a 
reflection of rural populations throughout the 
country. Similarly, views of salaried workers 
may be similar across the country.
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